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We at the direction of President Wilson the Food 
Administration Corporation was organized to handle the 
distribution of food during the World War, the eminent counsel 
chosen to erect the corporate structure picked Delaware for its . 
organization, and The Corporation Trust Company to be its 
Statutory Representative. . . . . When at the suggestion of 
President Coolidge the Flood Credit Corporation was organized 
to handle the work of the Mississippi flood relief, the eminent 
counsel chosen to erect the corporate structure picked Delaware 
for its organization, and The Corporation Trust Company to be 
its Statutory Representative. . . . . When as part of President 
Hoover’s farm relief program the Grain Stabilization Corporation 
was organized, the eminent counsel chosen to erect the corporate 
structure picked Delaware for its organization, and The Corpo- 
tation Trust Company to be its Statutory Representative... . . 
When in carrying out President Hoover’s suggestion for resto- 
tation of public confidence in the crisis of 1931 The National 
Credit Corporation was organized, the eminent counsel chosen to 
erect the corporate structure picked Delaware for its organization 
and The Corporation Trust Company to be its Statutory Rep- 
resentative. 

Careful lawyers take no. chances with the corporate status 
of their clients. 

The services of The Corporation Trust Company, that alone 
satisfy counsel for such important corporations as those named 
above, and that alone satisfy counsel for most of the. great busi- 
ness corporations of the country, should alone satisfy YOU for 
your clients’ companies. 
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VOLUME X 





OES a fixed investment trust have the income 
D tax status of a strict trust, or is it an associa- 
tion and, hence, taxable like a corporation? 

The question is a vital one, because of the 
marked difference in tax consequences flowing from 
the answer. For example, as trusts, the current dis- 
tributable income would be free 
from tax to the trust, and be taxable 
only to the beneficiaries. As an as- 
sociation, the income would be tax- 
able to the association and, on its 
distribution to the beneficiaries, 
would again be taxable to them as 
dividends. A difference in tax status 
may also exist on the creation or 
termination of the trusts. As an 
association, when the depositor 
transfers the property to the trustees 
in exchange for certificates of bene- 
ficial interest, the transaction is free 
from a recognition of gain or loss, 
and of itself brings about no tax lia- 
bility. However, where a strict trust 
is involved, it is not at all clear un- 
der the present wording of the law 
and adjudications having some rela- 
tion to the subject (there are none 
that I know of specifically in point), 
whether there would be such free- 
dom from tax liability when the 
trust property is exchanged for cer- 
tificates of beneficial interest. 

It would hardly serve any useful purpose to 
further compare the difference in tax consequence 
} depending upon whether the investment trust comes 
in the category of a strict trust or an association. 
The magnitude of the differences is pretty well un- 
derstood. The more pertinent inquiry is as to the 
criteria -based upon which one may determine 
whether a particular. investment trust falls into one 
class or the other. 
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J. S. SEIDMAN 


Number 1 


General Principles Applicable 


Unfortunately, neither the law, nor the regula- 
tions promulgated thereunder, nor any of the deci- 
sions by the administrative or judicial authorities, 
provide a precise yardstick for the ad-measurement. 
They all deal with the question in 
general terms, and either express or 
imply that each case must be con- 
sidered in the light of its own pe- 
culiar facts. 

There are situations where it is 
palpable that a given organization 
is an association. There are others 
where the trust status predomi- 
nates. Those offer no diffculty. But, 
as fixed investment trusts come and 
go (or at least, those of which I have 
some knowledge), the set-ups where 
a clean-cut, unqualified answer can 
be readily given, are in the hopeless 
minority. The larger part come into 
the realm of a sort of “no-mans” 
land. They are border-line cases, 
where one cannot be dogmatic or 
secure in an opinion without a 
thorough grasp of all the pertinent 
facts and their proper integration 
against a background of pre- 
determined or accepted principles 
that are to serve as a guide in the 
approach to the ultimate answer. 

It is rather interesting, and somewhat anomalous 
that, in spite of the popularity of the investment 
trusts and the number of them extant, it was not until 
May, 1931 that any ruling appeared concerning 
them; and even since that time there has been only 
one other, and that was in July, 1931. With these 
two rulings of record, however, there is at least 
something available for comparative purposes, and I 
propose going about the solution to the basic ques- 
tion in that way. To do so, it is desirable to develop 
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first a bit of the antecedents to these rulings, and 
the principles previously established, in order that 
the rulings may be viewed in their proper setting. 


As previously mentioned, the statute itself is 
not of any help. The next recourse is therefore to 
the regulations issued pursuant to and under the law. 
There we find (Article 1312 of Regulations 74) that 
while an association is not defined, it is said to in- 
clude projects that carry on their activities in or- 
ganized capacities, and where the net income is 
distributed on the basis of shares, or on the basis of 
capital invested. In other words, an organization that 
smacks of a corporation, but is in fact unincorpo- 
rated, would be embraced by the word “association” 
and be taxed as a corporation. We get a better idea 
of the set-up and activities that would bring an 
organization into the association class from the regu- 
lations that have to do with distinguishing a trust 
from an association (Article 1314, Regulations 74). 
There we learn that for an organization to qualify 
as a trust, three requirements must be met: 


(1) The trustee must hold the property merely 
to collect the income from it, and distribute it to 
the beneficiaries ; 


(2) The trustee must not, either alone or with 
the beneficiaries, be engaged in the carrying on of 
any business; and 


(3) The beneficiaries must have no control over 
the trust. 


These three requirements are recounted in the reg- 
ulations in the conjunctive, so that they must all be 
present to accord with the regulations. The decisions 
of the Board of Tax Appeals and the Courts, how- 
ever, incline of late towards placing more emphasis 
on the conjunctive character of the first two require- 
ments, so that even if the third be absent, the or- 
ganization may not necessarily lose its status as a 
strict trust. 


The situation, broadly speaking, therefore sim- 
mers down to about the following: An organization 
will be taxed as an association where it is organized 
to carry on, and does in fact devote itself to the con- 
duct of a business enterprise in quasi-corporate form, 
whether or not (and this part is not conclusively de- 
termined yet) the beneficiaries are in control of the 
organization. 


With these principles we are now ready to con- 
sider the two rulings to which we adverted previous- 
ly. The first was promulgated by the Income Tax 
Unit of the Bureau of Internal Revenue under date 
of May 18, 1931, and is cited as IT 2572-X-20-5062. 
That ruling held the particular investment trust that 
was there being considered, taxable as an associa- 
tion. The second ruling appeared in the Internal 
Revenue Bulletin of July 27, 1931, as IT 2583-X-30- 
5151. There, the investment trust under considera- 
tion was held taxable as a strict trust. 


It wouid be profitable to review the facts as to the 
trusts that gave rise to these rulings, and the prin- 
ciples upon which these decisions were expressly 
premised, as by more or less statistical comparison 
between the two investment trusts upon which the 
3ureau has already adjudicated, and any particular 
investment trust under inquiry, it may be feasible 
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to make a reasonable prediction as to the attitude 
at least of the Bureau toward the trust. First, there- 
fore to the earlier ruling. 


First Specific Ruling 


As the first ruling on the subject the Unit evi- 
dently recognized the wisdom of discussing the mat- 
ter at length. It set forth all the pertinent facts and 
gave a compfehensive summary of the legal princi- 
ples that apply to the facts. 

The ruling approaches the question from the as- 
pect of the trichotomy we have previously consid- 
ered, namely, a business enterprise in quasi-corporate 
form, with the beneficiaries in control, and it con- 
cludes that there is a sufficient manifestation of 
each of the elements to characterize the investment 
trust as an association. 


(1) Business Enterprise 


From the point of view of a business enterprise, 
as distinguished from the mere collecting and dis- 
tributing of the income, the ruling stressed several 
phases. It pointed out that the trust was interested 
not so much in the income as in the profit from 
appreciation, and that the very functions of the man- 
agement of securities in themselves partook of busi- 
ness activities. 

It pointed to a number of specific provisions in the 
trust agreement, and emphasized some of these. 
For instance, the right of the beneficiaries at any 
time to surrender their certificates of interest for 
their proportion of the trust property, thereby put- 
ting themselves in a position to realize upon the 
fluctuations in market prices, was said to give the 
trust a trading and profit atmosphere, rather than 
a passive income derivation. To the same effect was 
considered the provision that if the liquidating value 
of a share in the trust rose above a certain amount, 
the depositor could require the trustee to publish 
notice of that fact for the beneficiaries’ guidance. 

The same conclusion was reached as to the pro- 
vision that made it possible for the depositor to rec- 
ommend to the trustee the elimination of certain 
stocks from the portfolio, and upon such recommen- 
dation, the trustee was to call a meeting of the bene- 
ficiaries, and if an affirmative vote of 60 per cent of 
the beneficiaries was secured, the recommended elim- 
inations were to be made. The ruling also placed em- 
phasis on the provision that the term of the trust 
was only five and a half years, “the purpose in this 
connection apparently being to take advantage of a 
low market, await a rise in value, and then sell out.” 

Other provisions were mentioned, but those that 
have here been specifically called to attention were 
the ones upon which stress was laid. The far more 
interesting part of this entire presentation is not so 
much the conclusion of the Unit that these pro- 
visions had the aggregate effect of making the or- 
ganization a vehicle for the conduct of a business 
enterprise, but rather the more sweeping reference 
that was made to investment trusts generally, when 
it was said “there is ground for arguing that even 
the most rigid investment trust was engaged in busi- 
ness.” 

Another and more significant quotation in this re- 

spect reads as follows: “There is therefore ground 
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for arguing that the managerial duties involved in 
the ordinary fixed investment trust are sufficient to 
constitute a business irrespective of any profit- 
seeking purpose with respect to increase in value 
in the trust corpus.” 

It is to be noted that all the Unit declared was 
that “there was ground for arguing” these conclu- 
sions. As was pointed out in the later ruling, it did 
not say that the Unit would so hold. But at least, 
the door was unlocked and the possibilities made 
known. 

So much for the factor as to the existence of a 
business enterprise. We may now pass to the one 
concerning the conduct of the enterprise in a quasi- 
corporate -form. 


(2) Quasi-Corporate Structure 

The Unit’s conclusion was adverse to the exist- 
ence of -a strict trust, premised largely on the fol- 
lowing provisions of the trust agreement: The 
beneficiaries” interests were divided into shares, for 
which transferable certificates were issued. The 
trust was managed by the depositor and the trustee 
for the beneficiaries. The beneficiaries, the trustee, 
and the depositor were free from personal liability. 
The beneficiaries waived the right to compel the trus- 
tee to account. 

These provisions were held to warp the functions 
and responsibilities of the ordinary trustee, and to 
promote that type of fiduciary relationship symboli- 
cal of stockholder, director, and corporation. How- 
ever, the greatest stress of all, and perhaps conclusive, 
was the provision that the depositor or 25 per cent 
of the beneficiaries could require the trustee to call 
a meeting to consider the termination of the trust at 
any time, and that with a 6624 per cent vote of the 
beneficiaries, the trust could be terminated. The 
beneficiaries were given the right to vote by proxy. 
The depositor and trustee had no vote, but they 
could propose a termination or amendment of the 
trust provisions. The beneficiaries could adopt their 
own rules of procedure for the meeting, and minutes 
were to be kept. This background was regarded al- 
most as proof-positive of organized activity, and 
hence squarely within the realm of an association, 
and wholly differentiated from the popular concep- 
tion of a strict trust. 

Now as to the third and final element—that of con- 
trol of the trust in the beneficiaries. 


(3) Control by the Beneficiaries 

: The provisions pointed to and emphasized in re- 
spect to control by the beneficiaries were the right 
of the beneficiaries to surrender their certificates and 
receive in exchange their pro rata of the trust prop- 
erty; the right of the beneficiaries to terminate the 
trust, as previously mentioned ; the right of the bene- 
ficiaries to eliminate certain stocks from the trust, 
also as previously mentioned; and the right of the 
beneficiaries, by a two-thirds vote, to amend the trust 
terms. These were held to constitute control in the 
beneficiaries over the trust. 

The ruling at the outset, and before the consider- 
ation of each of these three divisions, made refer- 
ence to other provisions of the trust. Since, in the 
analysis of the case, these other provisions were not 
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again referred to, they evidently were not regarded 
as carrying particular weight. It will not, therefore, 
be of any advantage to repeat them here. The impor- 
tant point is that, all things considered, the Unit 
concluded that the investment trust was an asso- 
ciation ; and this conclusion was maintained in spite 
of the fact that one of the provisions in the trust agree- 
ment was the express statement that the intent was to 
create only a strict trust, and not a partnership, or asso- 
ciation of corporate structure. 


Evidently, this ruling, when promulgated, threw 
uneasiness into the ranks of fixed investment trusts, 
because of the sweeping character of some of the 
statements made in the ruling. Evidently, too, the 
Unit had not intended to go as far as the language 
employed made it appear. Occasion was taken to 
retrench somewhat, and allay any undue alarm, 
through the second ruling. 


Second Specific Ruling 


Unfortunately, in the second ruling the Unit was 
not as meticulous in the presentation of the facts 
and trust provisions as it was in the first ruling, so 
that it is hard to derive very much concrete satis- 
faction from the second ruling. 

Reference is merely made to the fact that in this 
second trust the depositor retained exclusive man- 
agement powers; that the depositor directed the trus- 
tee on how to vote the stock in the portfolio; that 
the beneficiaries had no control over the trust, except 
that they could get the value of their certificates at 
any time or their proportionate part of the trust 
property. There was no general power of sale, but 
only in connection with a dissolution, reorganization, 
etc. On any such sale the proceeds became part of 
distributable funds. There was no indicated purpose 
to conduct the trust merely to make profits. 

On those general facts the Unit held that the par- 
ticular trust was a strict trust and not an association ; 
and in formulating this conclusion, it took occasion 
to refer to the first ruling, and compose the atmos- 
phere that might otherwise have pervaded the state- 
ment about all fixed investment trusts being conducted 
for business purposes, by the supplement that while 
there was ground for so contending, it did not mean 
that the Unit would necessarily so hold. (I referred 
to this in analyzing the first ruling.) 


Conclusion 


To determine the organization status, for tax pur- 
poses, of any particular trust, it should be a logical 
approach to compare, provision by provision, trust 
terms with those of the two trusts whose status we 
already know, and see where the scales preponderate. 
Unfortunately, as to the second of the Trusts ruled 
upon, we have not been presented in the ruling with 
enough of its specific provisions to make a detailed 
or fruitful comparison. The only utility, therefore, 
that the second ruling can serve is through the 
principles it propounds. A comparison can, however, 
be made so far as the first trust ruled upon is con- 
cerned, and the results of that comparison, together 
with the principles of the second ruling, should make 
it possible for the answer to emerge. 

(Continued on page 30) 






































































































































































































































































































































Instalment House Tax Returns. 


’ 


N CONSIDERATION of the delayed realization 
of collections and profits on instalment sales, the 
Treasury Department offers the instalment basis 

for the computation and payment of the income tax, 
whereby the taxpayer is relieved of the necessity of 
paying his tax before receiving payment on the sale. 

The involved accounting procedure by which the 
requirements of the law are satisfied is generally 
known, and need not be repeated here. The key to 
this procedure is the necessity of segregating the 
profits of different taxable periods. In the usual in- 
stalment house this means that current collections 
represent realization of profits of at least three sepa- 
rate periods. Thus, in every system devised for 
meeting this problem there is the inescapable neces- 
sity, at some point in the procedure, of allocating 
every collection to the period in which occurred the 
original sale. 

This is not so difficult where single articles are 
sold, such as musical instruments, because there is 
only one charge in each account. But in the usual 
credit department store, the typical customer’s ac- 
count contains numerous charges, and also numerous 
credits representing transactions other than collec- 
tions. The allocation of collections to accounts of 
this character results either in a great retardation of 
the clerical work, or the employment of extra clerical 
labor at the end of the year. 

For example, a credit store has 25,000 accounts. 
The usual collection is weekly, and an average of 
4,000 postings must be made daily. Several clerks 
are engaged in this single operation. If, in addition 
to the posting, the clerk must ascertain and record 
elsewhere the year of the original sale, it is safe to 
say that only half the work can be done, and the 
cost of clerk hire will be doubled. Or, an extra 
force must be brought in at the end of the year to 
analyze the ledger at a heavy cost. Moreover, this 
work cannot be closely supervised, nor is there any 
means of controlling the result. Tests of such work 
have shown high proportions of error. The result 
may pass with the proprietor, but may be rejected by 
the revenue agent, who has to pass on it. 

What is desired therefore is something less expen- 
sive for the taxpayer, and more controllable by the 
auditor and revenue agent. 

For these purposes, we propose a return to the 
ordinary accrual basis, depending upon a consistent 
reserve method to defer the tax to the approximate 
period of realization of profit. 

Outstanding accounts at any given time may be 
said to be in part matured and in part unmatured. 
The matured, in turn, will be in part normal, or 
substantially worth their face value, and in part delin- 
quent. Just where the dividing line takes place 
depends upon a reasonable but consistent rule of esti- 
mating. These delinquent accounts are themselves 
different in degree, and their value may be said to 
run from something under 100 per cent of face down 
to zero. 


*Certified Public Accountant, Philadelphia, Pa. 


By D. Paut MussELMAN * 


Now, provided we adopta reasonable scale of val- 
ues, and remain consistent in applying the same from 
one period to another, there can be no objection to 
reserves so computed against the matured and delin- 
quent accounts, on the basis of their probable 
collectibility. 


As to the remainder of the accounts,—the unma- 
tured,—a reserve of another kind may be computed 
which will in effect defer the tax until the collection 
of the account. Here the ground for setting up a 
further reserve is found in Article 561 of Regulations 
74, permitting the taxpayer to value that which he 
receives in exchange for goods, other than money, at 
its fair market value. 


Thus, we are provided with ample reserves for our 
entire set of accounts. Those on the future side of 
the date line are subject to instant depreciation for 
fair market value, while those on the other side are 
reducible on the ground of probable incollectibility. 
Each reserve operates to reduce the taxable profit to 
the point’ (or below) where the instalment method 
would bring it, but with greater accuracy, with a 
facility for audit otherwise entirely lacking, and 
without additional clerical expense. 


The revenue agent should be better satisfied with 
such a method, because the bases of computation are 
visible, the situation is generally controllable, and 
the intention of the Government, to defer its own 
collections until those of the taxpayer have been 
effected, has been accomplished. 


All that remains for the taxpayer is to obtain per- 
mission (if necessary) to alter his basis of reporting 
profits, and apply the appropriate accounting meas- 
ures,—namely, the distribution (by monthly aver- 
ages) of sales in accordance with average maturities. 
It is not appropriate here to go into this in detail, as 
this is accountancy rather than taxes, and has al- 
ready been described in detail in the Journal of Ac- 
countancy for November, 1929. 


In place of an account for unrealized gross profits, 
we have two ordinary reserve accounts,—one for 
uncollectible accounts, and the other to reduce the 
value of unmatured accounts to fair market value. 
As each account is operated by fixed percentages, 
personal opinion is eliminated, and the time of ac- 
tually charging off an account which has been al- 
ready depreciated 100 per cent under the rules, is 
immaterial. 


Addenda 


The above proposal has met with the reaction that 
the valuation problem would be difficult; and that 
the method would appear to provide a wide open 


door for tax evasion—a wholesale escape from tax 


liability. 

It would indeed be pleasant to think of leading a 
constantly growing parade of grateful clients into a 
taxpayers’ Elysium where all taxes are indefinitely 
deferred. Unfortunately, perhaps, our plan does not 
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offer such a prospect, because the balance of ac- 
counts receivable which is the basis of our reserve 
is constantly reduced by collections, and the passing 
of time is constantly transferring unmatured bal- 
ances into the matured list. That is the short answer. 
But I think my critic’s impression has been due to 
insufficient explanation of the accounting situation. 
While the latter has been published in full in the 
reference previously given, perhaps I can outline the 
essential features so far as they bear on the tax 
angle. This will-also answer the opinion that diff- 
cult valuation problems are involved. 

The process is briefly as follows. The total of all 
instalment sales of each month is divided into as 
many equal parts as there are months in the average 
contract, and these parts are distributed to columns 
representing the average maturities for that month. 
As each month is passed, the footing of the column 
gives the controlled estimate of maturities for that 
month. The uncollected portion passes into the de- 
linquent section of the accounts receivable. Thus, 
at any date, we have a controlled analysis of the 
accounts receivable distributed as between unmatured 
periods and matured periods. To the latter balance 
we apply a reasonable reserve for losses from un- 
collectible accounts; to the former we apply a valua- 
tion reserve. Naturally the rates once established 
must be consistently maintained, and may be changed 
only for the most substantial reasons such as a per- 
manent change in conditions such as terms of sale, 
credit, etc. Mathematically, the estimated factor in 
the above distribution is very close to the actual, and 
is also self-adjusting from month to month. In fact, 
if the volume of sales is constant, there would be 
no error, because if the estimated average number of 
maturities was too high or too low, the error would 
be exactly offset by a proportionately increased or 
decreased number of monthly units making up the 
total maturities for the month. Thus the margin of 
error is only a fraction of a fraction of the total 
sales,—that is, a fraction of the increase or decrease 
for each period. I might add that this same method 
of distributing maturities has been applied to distrib- 
uting the unearned income of finance companies, and 
has successfully passed the scrutiny of the treasury 
department. 


Now if the reader will visualize this analysis of 
the outstanding accounts (or notes) as between un- 
matured and matured (or past due), it will not be diffi- 
cult to conceive of the two reserves respectively 
computed on these two parts of the asset. It will also 
be perceived that there is no accumulated benefit de- 
rived by the taxpayer, (as my critic believed), be- 
cause these reserves are constantly reduced by 
collections and transfers from unmatured to matured. 
The reserves in the new system have substantially 
the same effect as the unrealized gross profit account 
in the instalment-basis system. The only advantages 
of the improved-accrual-basis system are in its sim- 
plicity, economy, and ease of audit and control,—as 
previously claimed. 


The essential difference in the two systems lies 
in the different bases used to defer the taking up of 
income for taxing purposes. Generally speaking, 
profits are not taxable until realized. But there is 
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one important exception to this,—namely, the profit 
on charge sales. In these cases, the ordinary non- 
instalment trader (except a few on a cash basis) 
does pay a tax on all the unrealized profit contained 
in his accounts receivable. This exception is of 
course made for reasons of practicality, (just as our 
improved-accrual-basis is justified by practicality,) 
because the ordinary account receivable will be real- 
ized in a short period. But in the instalment busi- 
ness, this realization is deferred to a very long 
period, and so the instalment-basis system of report- 
ing income reverts to the principle of taxing only 
the realized profits. 


This return to the principle of realization unfor- 
tunately involves impractical bookkeeping require- 
ments in the case of*credit houses with voluminous 
accounts and small sales per account and a diversity 
of merchandise. Therefore, in the improved-accrual- 
basis plan we report the unrealized profit, as do the 
non-instalment traders, but we offset it by a special 
valuation reserve. There would be no point in set- 
ting this reserve too high. The only effect of so 
doing would be to defer to much profit in periods 
of increasing sales, and, on the other hand, taking 
up too much when sales decrease. 


Fluctuation in the unrealized gross profit account 
under the instalment-basis plan is roughly in pro- 
portion to collections. Under the improved-accrual 
plan, it will be seen that the reserve fluctuates with 
sales. This is not a very important difference, nor 
can it be objected to, because it is simply a return 
to the basis used by all non-instalment traders. Where 
volume of sales is expanding, taxable income will 
increase somewhat before the effect is felt in the 
collections. On the other hand, on decreasing sales, 
collections will be proportionately higher. Let us 
imagine the extreme case of an instalment trader going 
out of business. Sales cease entirely, but collections 
continue, decreasing only in proportion to the length 
of the maturities. Under the instalment-basis plan, 
the collections represent taxable income in propor- 
tion to gross profits on sales of the respective 
periods. Under the improved-accrual-basis plan the 
reserve would be gradually wiped out as the unma- 
tured balances of accounts receivable passed into the 
matured section, and as the latter was reduced by 
collections; and the balance held in the reserves 
would pass into surplus by way of the appropriate 
nominal accounts and thus become taxable, substan- 
tially in the same amount as the taxable portion of 
the collections under the instalment-basis plan. 


Perhaps a word may be suitable regarding bad 
debts. Under the instalment-basis plan, no reserve 
is allowed, but such accounts as are found to be 
uncollectible may be written off against the unreal- 
ized gross profit account in so far as gross profit was 
involved, and the balance may be deducted from 
taxable income in the period in which the loss oc- 
curred. Now in the case of the credit department 
store which we are particularly considering, it is 
utterly impractical to say when an account becomes 
bad. Such houses maintain a fully equipped credit 
and collection department, and only write off ac- 
counts when investigation proves their absolute un- 
collectibility. Some houses keep the accounts open 
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as a black list. But in order to obtain the deduction 
from taxable income they will mark these accounts 
with a rubber stamp, as charged off, but leaving 
them in the ledger. This is part of the impractica- 
bility of the instalment-basis plan. 

Under the improved-accrual-basis plan, a reason- 
able reserve for uncollectible accounts is main- 
tained in the same manner as is permitted to the 
non-instalment trader, but the basis used is not sales, 
not total accounts outstanding, but matured (past 
due) accounts. As this analysis is obtained by 
months, it is an easy matter to apply a small rate 
to the accounts which are only a short time overdue, 
and a large rate against the others, even up to 100%, 
—so that the matter of charging off bad debts is 
entirely removed from any effect on taxes, as the 
charge-off is against the reserve which has already 
been charged against taxable income. Thus the in- 
stalment trader can let his accounts ride forever 
without rubber stamps or other bookkeeping pro- 
cedure, for the reserve will grow apace with his 
mounting accounts receivable. Furthermore, a per- 
centage method is more desirable from all points of 
view in such classes of business, if only for the 
elimination of the personal equation. It is readily 
checked, and it is unnecessary for the auditor to go 
into the merits of thousands of small accounts,—an 
impractical procedure at best. 

The manner of handling recoveries of bad debts, 
repossessions, etc., are accounting details that have 
been described in the article referred to above. 

To sum up, it would seem that the impression that 
the method proposed would permit a general escape 
of taxation probably was gained from my descrip- 
tion of how to write down the entire accounts re- 
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ceivable,—those in front of the date line by a valuation 
reserve, and those behind it by the usual reserve for 
losses. What was lost sight of, perhaps, was that 
in writing down this asset we are simply deferring 
an unrealized profit, and that a tax liability is being 
accrued by the collections of the period, reducing 
our basis for computing the reserve. When the re- 
serve is set up, a charge is made against taxable 
income through some such nominal accounts as 
“Provision for Bad Debts” and “Depreciation of un- 
matured accounts receivable.” If the reserve at the 
end of the period is less than at the beginning, the 
process is reversed, and a proportionate amount of 
deferred income is taken up as profit,—so that there 
is no accumulation of benefits, nor any indefinitely 
deferred tax. 

The effect of the two systems must be substan- 
tially the same, though the tax on the instalment- 
basis will vary roughly with collections, while that 
on the improved-accrual basis will vary roughly with 
sales. Too high a reserve would simply result in 
too much deferred taxable income on expanding out- 
standing unmatured accounts, and too much taxable 
income taken up as the volume of unmatured ac- 
counts contracts. While actual sales of outstanding 
unmatured accounts have been made at public auc- 
tion at a discount of 90%, this does not mean that 
such a reserve is desirable. It is only a fortunate 
circumstance that it allows us to apply this reserve 
and thus eliminate all the expensive bookkeeping 
that has heretofore been necessary, substituting a 
plan that is based on controlled percentages, that 
eliminates the personal equation, and that is suscep- 
tible at all times to checking both by the proprietor’s 
auditor and the revenue agent. 





International Double Taxation 
A MEETING of the American Institute of Ac- 


countants committee on international double 
taxation was held on November 23, 1931 to discuss 
methods of practical application of the general prin- 
ciples of its report, which was published in Tue Tax 
MaGazIneE for October, 1931, pp. 366-368. 


Following is a report of the recent meeting, for 
which we are indebted to The American Institute 
of Accountants: ? 


The meeting was attended by Dr. Thomas C. Adams, of 
Yale University, who is chairman of the international 
double taxation committee, American section, International 
Chamber of Commerce; Mitchell B. Carroll, formerly of 
the Treasury Department, who is in charge of a world-wide 
study of international double taxation by the fiscal com- 
mittee of the League of Nations; Professor R. C. Jones, of 
Yale University; Charles B. Couchman, president of the 
Institute; Henry B. Fernald, chairman, and Norman G. 
Chambers and Joseph J. Klein, members of the Institute’s 
special committee; Donald Arthur and Allan Davies, former 
members of the committee, and the secretary of the 
Institute. 

Dr. Adams stated that the general consensus of opinion 
seemed to favor such principles for preventing double 
taxation, as those which the Institute’s committee had 
recommended last spring, but that it must now be demon- 
strated that the theory could be successfully applied in 
practice to specific problems of the different types which 
have been constantly confronting investigators. 


This report was published in the Bulletin of the American Institute 
of Accoutants, December, 1931, issue. 


The general problem is to find a means of avoiding 
double taxation of the income of companies which maintain 
branches or subsidiaries in two or more countries. The 
Institute’s committee had recommended an approach to 
the problem on the basis of what has become known as 
“separate accounting.” Under this method each branch or 
subsidiary in a separate country would be regarded as an 
independent unit so far as accounting records are con- 
cerned, and its sales to or purchases from affiliated units 
would be treated in the accounts as dealings with inde- 
pendent concerns. Each such unit of a company or group, 
accordingly, would be taxed only in the country in which it 
operated, and only upon profits from actual operations of 
that particular unit. 

It is believed that in theory this plan would be acceptable 
to the fiscal committee of the League and to the various 
nations concerned, if its practicability can be demonstrated. 


To this end Dr. Adams suggested that the Institute’s 
committee provide data derived from actual cases involving 
problems of taxation of international business, illustrating 
particularly various forms of organization and methods of 
operation and accounting now in use for segregation or 
allocation of income and profits of separate branches. 


It is hoped that through the Institute’s committee there 
can be provided a substantial showing of cases illustrative 
of the general classes of problems which will have to be 
met in international taxation, and to do this in such a man- 
ner as will not reveal the identity of the particular business 
organizations concerned. Submitting cases in this manner 
would, of course, involve no commitment of any business 
or trade to a particular method as applicable to it, yet they 
may serve to show that there are appropriate methods ap- 
plicable under various circumstances and conditions to give 
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The Effect of State Laws on 


Federal ‘Tax Laws 


By WALTER E. BARTON * 


N the determination of Federal tax liability, the 
{ issue frequently arises as to the effect of the laws 

of the several states on the Federal revenue acts. 
If the state laws are to be recognized, and if they 
happen to be diverse, it is conceivable that taxpayers 
in different states may be affected differently by the 
same Federal revenue act. A few of the decisions 
touching on this question will be reviewed here. 

In Poe v. Seaborn, 282 U. S. 101, the issue was 
whether a husband and wife, residing in the com- 
munity property state of Washington, and filing sep- 
arate income tax returns, each could report his 
one-half of the community income in his respective 
income tax return, or whether the entire community 
income was taxable to the husband. This case arose 
under the Revenue Act of 1926, which, as other acts 
have done, imposed the tax upon the net income of 
every individual. (Sec. 210 (a).) The court held that 
the use of the word of denoted ownership; and that 
the question of ownership of the income turned on 
the construction of the laws of the state of Wash- 
ington. After reviewing the statutes and court de- 
cisions of that state, it was held that the wife had a 
present vested interest, as distinguished from a 
mere expectancy, in one-half of the community in- 
come, and that she was taxable on one-half of such 
income and that the husband was taxable on the 
other one-half thereof. 

In U. S. v. Robbins, 269 U. S. 315, the same prin- 
ciple was applied. The statutes and court decisions 
of California were considered in order to decide 
whether the husband was taxable on all or only on 
one-half of the community income. It was held that 
under the laws of that state, the wife had a mere 
expectancy as distinguished from a vested interest, 
and that her interest in the community income did 
not amount to ownership as contemplated by the rev- 
enue act; and, hence, that the entire community in- 
come was taxable to the husband. Subsequently 
the California law was changed, giving the wife a 
vested interest in the community income, and since 
the change was made, the Supreme Court has held 
that the husband and wife each should return one- 
half of the community income, following Poe v. Sea- 
born, supra. (U. S. v. Malcolm, 282 U. S. 792.) 

In U. S. v. Cambridge Loan & Bldg. Co., 278 U. S. 
55, the issue was whether a company, bona fide in- 
corporated and functioning under the laws of the 
State of Ohio as'a building and loan association, was 
a building and loan association within the purview of 
Section 231 (4) of the Revenue Act of 1918, exempt- 
ing building and loan associations from the income 
tax. The government contended that the associa- 
tion’s practice of receiving deposits from and paying 
interest to non-members, of making loans to non- 
members, and of requiring stockholders to subscribe 


* Of the Washington, D. C., Bar., Co-Author of Barton & Browning's 
“Federal Income and Estate Tax Laws, Correlated and Annotated.” 


for from only one to five shares deprived it of classi- 
fication as a building and loan association within 
the meaning of the statute. The court held that 
Congress evidently had existing building and loan 
associations in mind and not ideals that would have 
been hard to find; and that if the taxpayer were a 
building and loan association under the laws of the 
state of its incorporation, it was a building and loan 
association within the meaning of the revenue act, 
unless there was a gross misuse of the name. The 
court remarked that a state was not likely to be a 
party to a scheme to enable a private company to 
avoid federal taxation by giving it a false name. 

In Ferguson v. Commissioner, 45 Fed. (2d) 573, the 
question was whether the customary lease of oil and 
gas lands in Texas constituted a sale of capital assets 
to the lessee, within the meaning of Section 206 (a) 
(1) of the Revenue Act of 1921, the property having 
been owned by the lessor for two years or more. In 
most states of the Union the courts have held that 
such a lease does not convey to the lessee title to the 
oil and gas in place. The Circuit Court of Appeals for 
the Fifth Circuit held that whether a sale of the oil 
and gas in place was made was determinable by the 
laws of the State of Texas where the land was situ- 
ated. After reviewing the decisions of the highest 
court of that state, it was held that in Texas such a 
lease conveyed to the lessee title to the oil and gas in 
place, and consequently constituted a sale of the capi- 
tal assets to the lessee, where the property had been 
held for two years or more. Also see W. T. Wag- 
goner et ux., Docket Nos. 33516 and 33517, decided 
by the Board of Tax Appeals on November 5, 1931. 

The Supreme Court of the United States recog- 
nized this same principle in Group No. 1 Oil Corp. v. 
Bass, 283 U. S. 279, where it was held that a lessee 
of state oil lands in Texas could not claim exemption 
of the income derived from the operation of the lease 
on the ground that the lease was an instrumentality 
of the State of Texas, inasmuch as the lease conveyed 
to the lessee present title to the oil and gas in place, 
and the income received by the lessee was derived 
from the sale of its own property. The court in com- 
ing to this decision first determined that under the 
laws of Texas a sale of the oil and gas in place was 
made to the lessee on the consummation of the lease. 

In deciding whether a decedent’s interest in real 
estate in Missouri was subject to the costs of admin- 
istration, within the meaning of Section 402 (a) of 
the Revenue Act of 1918, the Supreme Court of the 
United States held that the laws of Missouri were 
controlling on that question. (Crooks v. Harrelson, 
282 U. S. 55.) The state laws have been consulted 
to determine whether the widow had a dower inter- 
est, (Randolph v. Craig, 267 Fed. 993; Allen v. Heng- 
geler, 32 Fed. (2d) 69), or whether the decedent had 
an interest in certain property, within the meaning 

(Continued on page 29) 




















































































































































































































































































































Board Decisions on Statute 
of Limitations 


By L. F. Loux * 


HE following resumé ventures to include all 

of the principal decisions of the Board of Tax 

Appeals on the subjects outlined below, be- 

ginning from the time of the creation of that body 

to July 1, 1931. Unless specifically indicated, no 

attempt will be made to correlate Board decisions 
with those of the several courts. 


Subjects Considered 

Has the Board jurisdiction to 
determine whether the period of 
limitations has run? 

Does the period of limitation be- 
gin from the date of the filing of the 
original or the amended income tax 
return? 

Is the period of limitation started 
by the filing of the tentative or the 
final income tax return? 

Does the return of the parent cor- 
poration start the period in favor of 
the subsidiary ? 

Does the filing of separate re- 
turns start the running of the stat- 
ute where later developments show 
that a consolidated return should 
have been filed? 

Is the return for the fiscal year 
1921, filed under the 1918 Act, the 
return under which the period is 
to be computed, or is the taxpayer 
required to file a new return under 
the provisions of the 1921 Act? 

Special features. 

When does the period set forth in the Statute of 
Limitations not operate in favor of the taxpayer? 

Is a waiver valid when signed by a party other 
than the taxpayer himself or itself? 

Is a waiver invalid because not signed by the 
Commissioner? 

Must an assessment letter be signed by the Com- 
missioner? 

Who must sign a corporation income tax return? 

Is a waiver an agreement, a contract? 

For what period is an unlimited waiver operative? 

Is a bond a waiver? 

Must the taxpayer negative the exceptions to the 
Statute of Limitations? 

Can a waiver reopen or renew the right to collection? 


Jurisdiction on Statute of Limitations 
There is no doubt but that the Board has juris- 
diction to determine whether the statutory period 
of limitations has run and citations on this point 
are entirely omitted under this heading for the rea- 
* Member of Cleveland and Washington Bars; formerly with office 


of General Counsel, Bureau of Internal Revenue and now associated 
with Orgille, Maschke & Wickham, Cleveland, Ohio. 
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son that any of the cases cited in the several follow- 
ing headings will indicate that the Board has 
assumed such jurisdiction. 


Beginning of Statutory Period 

As to whether the period of limitation begins at 
the date of the filing of the original or the amended 
return, there is but little doubt that 
the answer must be that the period 
begins from the date of the filing 
of the original return and in sup- 
port of this view see: National Re- 


236; Lancaster Lens Company uv. 


Com., 3643; 10 BTA 1153; Powell 
BTA 492; American Creosoting Co. 


Company v. Com., 6476; 21 BTA 
311; Northern Anthracite Co. v. 
Com., 6616; 21 BTA 1116. 


the filing of the tentative or the 
filing of the final return has been 


wan Manufacturing Co., 1650; 4 


3584; 10 BTA 898; Corona Coal & 
Coke Company v. Com., 3753; 11 BTA 240; S. Walter 
Kaufman v. Com., 4636; 14 BTA 602; Matteawan 
Manufacturing Co. v. Com., 4684; 14 BTA 789; Con- 
tinental Products Co. v. Com., 6319; 20 BTA 818; 


S. C. Toof Company v. Com., 6586; 21 BTA 916; | 
Olympia Veneer Company v. Com., 6823 ; 22 BTA——. | 


Effect of Return of Parent Corporation 
on Subsidiary 


Does the return of the parent corporation start the 


statutory period in favor of the subsidiary? In the | 


following cases the Board has held that the answer 
to this question must be in the affirmative and to 
date the Board has not, in any case, held or inferred 
that a contrary conclusion might apply: Fibre Con- 
tainer Company v. Com., 3186; 9 BTA 575; Stetson 
& Ellison Co. v. Com., 3774; 11 BTA 397; American 
Creosoting Co. v. Com., 4021; 12 BTA 247; Colmer & 
Green Lumber Co. v. Com., 4022; 12 BTA 256; Mat- 
teawan Manufacturing Co. v. Com., 4684; 14 BTA 
789; Converse Cooperage Co. v. Com., 5583; 17 BTA 
1285 ; Peerless Iron Pipe Exchange, Inc. v. Com., 7065 ; 
— BTA —. 


fining Co. of Ohio, et al.,94;1 BTA | 


Coal Company v. Com., 4077; 12 | 
v. Com., 4021; 12 BTA 247; Vitamin | 


The question whether the pe- | 
riod of limitation is started by | 


answered in favor of the final re- | 
turn in the following cases: Ap- | 
peal of Dallas Brass & Copper Co., | 
1279; 3 BTA 856; Appeal of Mattea- § 


BTA 953; Appeal of Boston Hide 
& Leather Co., 1935; 5 BTA 670; 
Wilson Banking Company v. Com., | 
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Consequences of Failure to File Required 
Consolidated Return 


There is little information on the question as to 
whether the filing of separate income tax returns 
start the running of the statute of limitations where 
later developments show that a consolidated return 
should have been filed, though the present rule ap- 
pears to be that the separate returns start the period. 
See: Appeal of Mabel Elevator Company, 724;2 BTA 
517; Fibre Container Co. v. Com., 3186; 9 BTA 575; 
Colmer-Green Lumber Co. v. Com., 4022; 12 BTA 256; 
Kauai Railway Company v. Com., 4390; 13 BTA 686; 
Matteawan Manufacturing Co. v. Com., 4684; 14 BTA 
i Martin Hotel Company v. Com., 5757; 18 BTA 

See also Paso Robles Mercantile Co. v. Com., 4136; 
12 BTA 750; Lowenstein Bros. Garment Co. v. Com., 
4269; 13 BTA 48. 


Returns for Fiscal Year 1921 Filed 
under the 1918 Act 


Is the return filed for the fiscal year 1921, filed 
under the 1918 Act, the return under which the 
period is to be computed or is the taxpayer required 
to file a return under the 1921 Act? 

The Board has held in a number of decisions that 
the returns filed under the 1918 Act, if they comply 
with all of the requirements for returns under the 
1918 Act, and further if it appears (as it generally 
will under the 1921 Act) that the 1921 Act imposed 
a tax not vitally different from that imposed by the 
1918 Act and under which the tax could be computed, 
then the period of limitations must be held to have 
been started by the filing of the return under the 
provisions of the 1918 Act. See: Fred T. Ley & Co., 
Inc. v. Com., 3220; 9 BTA 749; M. Brown & Com- 
pany v. Com., 3222; 9 BTA 753; Keystone Coal & 
Mining Co. v. Com., 3449; 10 BTA 295; Palmetto Coal 
Company v. Com., 3741; 11 BTA 154; Powell Coal 
Company v. Com., 4077; 12 BTA 492; Whitehouse 
Leather Pro. Co. v. Com., 4116; 12 BTA 714; Louis- 
ville Veneer Mills v. Com., 4236; 12 BTA 1352; Farm- 
ers Elevator Company v. Com., 4479; 13 BTA 1079; 
Farmers Cooperative Co. v. Com., 4478; 13 BTA 1080; 
Denholm & McKay Company v. Com., 4832; 15 BTA 
ro 5 Evergreen Roal Land Co. v. Com., 5264; 16 BTA 

42; 

Contra—John Wanamaker, Philadelphia, 2956; 8 
BTA 864; C. A. Lawton Company v. Com., 4262; 13 
BTA 8; The Hutchinson Company v. Com., 4606; 14 
BTA 357; Valentine-Clark Company v. Com., 4633 ; 14 
BTA 562; (Involves change in exemption of $2,000) ; 
A. Harris & Company v. Com., 5193; 16 BTA 705; 
Gus Holstine Dry Goods Co. v. Com., 5280; 16 BTA 
1124; Isaac Goldman v. Commissioner, 5541; 17 BTA 
1103; Myles Salt Company, Ltd. v. Com., 5748; 18 
BTA 742; Adams, Cushing & Foster, Inc. v. Com., 
5870; 19 BTA 89; G. Corrado Coal & Coke Interests, 
Inc. v. Com., 5591; 19 BTA 691; 

See also—in point—though not contra in point: 
Paso Robles Merc. Co. v. Com., 4136; 12 BTA 750; 
Lowenstein Bros. Garment Co. v. Com., 4269; 13 BTA 
48; and 13 BTA 446; Stevens v. Com., 4607; 14 BTA 
360; William Stafford v. Com., 4751; 14 BTA 1199; 
Darling-McDuff Coal Company v. Com., 4809; 15 BTA 
110; American Vineyard Co. v. Com., 4874; 15 BTA 
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45; Willingham Loan & Trust Co. v. Com., 4958; 15 
BTA 931; August Belmont Hotel Co. v. Com., 5724; 
18 BTA 643; Norwich Woolen Mills Corp. v. Com., 
5647; 18 BTA 303. 


Special Features 

In Worumbo Manufacturing Company v. Com., 
4433; 13 BTA 883, it appeared that the taxpayer 
filed a fiscal year return for the period ended Novem- 
ber 30, 1919. Some time later, a waiver “for the 
year 1919” was filed. It was held that the waiver 
was a valid waiver for the period covered by the 
return which had been filed, that “the year 1919” 
referred to the fiscal year ended in 1919. 

In Sheffield Dentifrice Company v. Com., 4440; 13 
BTA 877, it appeared that the Commissioner was 
seeking to assess a tax against one of an affiliated 
group after the expiration of the statutory period. 
The Commissioner was apparently claiming that 
this could be done because one of the group had 
filed a waiver which was effective at the time of the 
attempted assessment. The Board held that the 
assessment might be made only provided there was 
an express agreement with the corporation against 
which the assessment was sought to be made. 

In the following cases it was held that an assess- 
ment waiver gave the right to make collection as 
“an incident to the right to the making of the assess- 
ment”: Lutcher & Moore Cypress Lumber Company 
v. Com., 6032; 19 BTA 887; Saks & Company v. Com., 
6385; 20 BTA 1151; J. O. Brown, Adm. v. Com., 
6852; 22 BTA; Mutual Oil Co. of Arizona v. Com., 
4629; 14 BTA 538; Chesapeake & Virginia Coal Com- 
pany, Inc. v. Com., 4986; 15 BTA 1052. 

The period begins to run at midnight of the day 
the return is filed and ends at midnight of the day 
ending the period named, regardless of whether the 
last day is a Sunday or a legal Holiday: Appeal of 
United Telephone Company, —; 1 BTA 450; National 
Casket Company v. Com., 5284; 16 BTA 1141. 

To constitute a return, the form must be signed. 
See Pilliod Lumber Company v. Com., 2600; 7 BTA 
591; Equity Union Cream & Mercantile Exchange 
Company v. Com., 3147; 9 BTA 413; William Rich- 
ards v. Com., 4938; 15 BTA 800; Charles Havard v. 
Com., 6106; 19 BTA 1270. 

The filing, in good faith, of a Form 1041 in error 
for a Form 1040 starts the period in favor of the 
taxpayer: J. R. Brewer, Adm. v. Com., 5477; 17 BTA 
713; Estate of F. M. Stevens v. Com., 5230; 16 BTA 
889; Abraham Werbelovsky, Exec. v. Com., 2858; 8 
BTA 442; 

It was held in Constitution Publishing Co. v. Com., 
6741; 22 BTA 426, that a waiver “for year 1922, 
seven months ended July 31” was good for the cal- 
endar year 1922, apparently upon the theory that an 
ambiguous contract should be so construed as to 
give it its full effect. 

A second notice of a deficiency sent out while the 
period of limitation was suspended as to a first 
notice, but after the expiration of the original period 
had expired, was held ineffective in Alice Wilson v. 
Com., 7023; — BTA —. 

The joint return of husband and wife starts the 
period in favor of either. See Estelle R. Sargent v. 
Com., 6888; 22 BTA —. 
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The “statutory period of limitation” as used in 
Section 278 of the 1926 Act includes any extended 
period ; the later Acts, suspending the period during 
the pendency of an appeal before the Board, become 
operative where the original period extended beyond 
the date of the passage of the 1924 Act and where an 
appeal has been addressed to the Board. See North- 
ern Anthracite Coal Co. v. Com., 6616; 21 BTA 1116. 


Inapplicability of Statute of Limitations 


In the Appeal of Wirt Franklin, 2976; 8 BTA 977, 
the Board held that the statute had no application 
where (a) no return had been filed, (b) a false or 
fraudulent return had been filed, (c) a consent or 
waiver was operative, (d) the case came within the 
provisions of Section 214(a)(9), (e) the case came 
within the provisions of Section 234(a)(8), (f) the 
case involved the final settlement of losses contin- 
gently allowed by the Commissioner. See also Sec- 
tions 283(a) and (b) of the 1926 Act and analogous 
sections of the later Acts. 


Signature of Waiver by Other than Taxpayer 


Is the waiver valid when signed by a party other 
than the taxpayer? The situations in the various 
cases which have come to the attention of the Board 
are so different that any attempt to lay down any 
dogmatic rule would be futile. The cases are ac- 
cordingly digested to a certain degree and are given 
in the general order of time based on the dates of 
the opinions. 

In Central National Bank v. Com., 3928; 11 BTA 
1017, it was generally stated that liquidating officers 
might sign a valid waiver. It appeared in American 
Feature Films Company v. Com., 3947; 11 BTA 1271, 
that the president of the company had not been 
specifically authorized by the corporate officers or 
directors to sign waivers which had been submitted 
to the Commissioner. The Board held, however, 
that this was immaterial, since it was to be gener- 
ally recognized that the president, as such, of a 
corporation had implied power and authority to sign 
waivers by reason of the fact that he was, in effect, 
the managing officer of the business of the corporation. 

In Welz & Zurwick, Inc. v. Com., 3971; 11 BTA 
1416, it appeared that a waiver had been signed by 
the secretary of the corporation without specific 
authority. It further appeared, however, that the 
signing of the waiver by the secretary was generally 
known to the officers and directors of the corpora- 
tion and it was accordingly held that a taxpayer will 
be bound by the acts of another where it permits 
such other to act for it with its knowledge and 
without objection. 

The facts in Pottash Brothers v. Com., 4015; 12 
BTA 190, show that a partnership which had passed 
out of existence by dissolution had presented a 
waiver bearing the signature of one of the former 
members of the partnership. Quaere: whether this 
waiver bound the other partners? The Board held 
that it did, relying, apparently, upon the absence of 
proof by the other members that the party who had 
presented the waiver was not in fact acting for them. 
(Note: This decision on the part of the Board seems 
to be in direct conflict- with the ruling announced 
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by it and discussed hereinafter, wherein the Board 
would hold that the taxpayer is under no obli- 
gation to negative the exceptions to the statute, or, 
in other words, that, having made a prima facie case, 
he may rest, and the burden of further proceeding 
shifts to the Commissioner.) 


It appeared in Premier Packing Company v. Com., 
4109; 12 BTA 637 that one, Steele, in 1922, signed 
a waiver as “former secretary of the corporation.” 
Under this waiver, the corporation accepted the bene- 
fits conferred by the extension contained in the 
waiver. The corporation now shows that the presi- 


dent alone was authorized to sign waivers. The 
Board held: 


“The waiver in question is shown by the record 
to have been signed by one of the general officers of 
the corporation as an incident to the adjustment of 
its income tax matters. The facts are sufficient in 


our opinion to raise the presumption of knowledge, | 


and consequently, of acquiescence on the part of the 
corporation in his exercise of authority and this 
presumption is not rebutted merely by showing that 
he lacked authority under the corporate by-laws.” 
(Italics added.) 


In William Doig v. Com., 4310; 13 BTA 256, state- | 


ments were signed by officers of the corporation, but 
the documents so presented did not bear the seal of 


the corporation and this defect was sought to be | 


used as a defense. The Board held, nevertheless, that | 


the statements amounted to waivers. 


In the Estate of Anna T. Dodge v. Com., and the : 


Estate of John F. Dodge v. Com., 4301 and 4300 and 


13 BTA 223 and 13 BTA 201, respectively, an execu- | 
Under the state laws, the | 
executor had no right to sign or submit such a docu- | 
It was held that, under the income tax laws, | 


tor signed a waiver. 


ment. 


the executor had the right to bind the estates regard- | 
less of the restrictions set forth in the state laws, | 
i. e., that the Federal laws are superior to all state | 


laws in all matters concernine Federal taxes, even 
though the state laws might seem to cover a particu- 
lar phase or feature, or to regulate particular 
methods or situations. In this respect, the decision 
of the Board is a mere following of the decision of 


the Court of Claims in the case of Aldridge v. United | 


States, decided in January, 1928. 


It appeared in J. E. Hample v. Com., 4037; 12 BTA | 
342, that a number of persons were named in a power | 


of attorney. 
gave the holders thereof very general authority to 
act for the taxpayer, but gave no specific authority 
to sign waivers of the statute. 


It further appeared that the power] 


Se eS 


One of the parties} 


named, without consulting the others, signed af 
waiver and presented it to the Commissioner. The) 


Board held the waiver valid and binding. 

In Republic Insurance Company v. Com., 4372; 13 
BTA 568, a waiver was presented to the Commis- 
sioner bearing the signature of X as “Chairman.” 
X was in fact the Chairman of the Board of Direc- 
tors of the company. 
decision in American Feature Films Company, that 
the waiver was binding. Love dissented on the 
ground that the action of the chairman was not 
shown to have been authorized by the Board of 
Directors. 


It was held, following the} 
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By comparison with the decision in Welz & Zer- 
wick, supra, the Board’s decision in Esperson v. Com., 
4376; 13 BTA 616 becomes interesting. In this lat- 
ter case, Newton was acting for the taxpayer and the 
Unit probably lost the power of attorney which had 
been filed, although it is not exactly clear that any 
such power had been filed. Regardless of this ques- 
tion, it seems clear that the Unit had been allowing 
Newton to appear in the case and recognized him 
generally and that he, as attorney, had made a re- 
quest for an early closing of the case in accordance 
with the provisions of the statute. When it later 
became evident that, in order to recover certain addi- 
tional amounts or deficiencies claimed, it would be 
necessary to deny the efficacy of the power in or to 
vitiate the request for the early closing, the recogni- 
tion of the power was denied and this denial was 
supported by the Board. It therefore appears that 
the knowledge and acquiescence of the parties the- 
ory set forth in the Welz & Zerwick case may not 
be a good basis upon which to claim liability. The 
liability is here reversed and this must be given 
serious consideration in arriving at any conclusion. 


See also: Consumers Ice Company v. Com., 3734; 11 
BTA 144; Independent Ice & Cold, etc. v. Com., 4794; 
15 BTA 52; Grand Rapids Show Case Co. v. Com., 
4188; 12 BTA 1024. 


In Independent Ice & Cold Storage Company v. 
Com., supra, it appeared that the statutes, etc., under 
which the petitioner operated provided that the 
“President, Vice President, Manager” might sign 
documents such as waivers. The Secretary-Treas- 
urer, as a matter of fact, did sign the waivers pre- 
sented to the Department and the Board held that 
he might be held to be included under the terminol- 
ogy of “Manager.” 


In California Iron Yards Company v. Com., 4796; 
15 BTA 25, one of the former directors—in fact one 
of the few surviving directors—and the former presi- 
dent signed a waiver and the Board held that the 
corporation was bound, reasoning: 


“Corporations may act by their directors and the 
action of the directors may be binding upon the 
corporation to the same extent as acts performed 
by officers. We may assume that, in the absence of 
evidence to the contrary, Keefe acted with the full 
knowledge and consent of the suspended corporation.” 

The Board held in Carnation Milk Products Com- 
pany v. Com., 4892; 15 BTA 556 that a transferee 
could not waive the statute as against the transferor. 

It was shown in J. C. Hunt v. Com., 5060; 15 BTA 
1388 that the Texas statutes continued a corporation 
for a period of three years after dissolution for cer- 
tain purposes; that, after the expiration of three 
years after dissolution, the former president signed 
a waiver; that the evidence failed to show acqui- 
escence of the other former stockholders. It was 
held that the tax was not collectible from the cor- 
poration—and likewise not from the former stock- 
holders. 


In National Water Main Cleaning Company v. Com., 
5112; 16 BTA 223, it was generally stated that the 
power to consent to a later time within which an 
assessment, etc., might be made was within the 
ordinary functions of a corporation and need not 
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be specifically conferred upon the corporation’s gen- 
eral officers. 


P. C. K. Bartlett, Exec. v. Com., 5156; 16 BTA 510, 
involving the right of an executor in a Missouri 
estate to execute a waiver, follows the Dodge cases, 
Supra, i. e., Waivers are valid. 


C. E. McCutcheon v. Com., 5169; 16 BTA 569 varies 
from the J. C. Hunt case, supra, only in the fact that 
here the former president with one of the directors 
signed the waiver after the expiration of the three- 
year period. 

In Chadbourne & Moore v. Com., 5248; 16 BTA 
961, it appeared that a waiver was signed by the 
executor of one of the former partners, extending 
the time for assessment against the partnership. The 
waiver was held to be invalid. “The consent must 
be . . . by both the Commissioner and ‘the tax- 
payer’.” 

The facts in Panther Rubber Manufacturing Com- 
pany v. Com., 5408; 17 BTA 310, show that the presi- 
dent who had no authority to sign waivers signed 
such a document after the expiration of the period 
of limitations. This waiver was held good against 
the company even though no seal was affixed. The 
conclusion of the Board in this case may well be 
compared with the discussion concerning the “char- 


‘acter of a waiver,” infra. 


In Barron-Anderson Company v. Com., 5468; 17 
BTA 686 it was held that a former officer’s signature 
of a waiver was not sufficient to bind the corporation. 

The waivers in Charles D. Jaffee v. Com., 5468; 17 
BTA 675 were signed by the treasurer after dissolu- 
tion papers had been received by state officers; by 
statute, certain officers of the Company upon the be- 
ginning of dissolution proceedings, became liquidat- 
ing agents of the corporation. Such officers had no 
knowledge of the signing of the waiver in question. 
The Board held that the waiver was valid: 

“The corporation was in process of liquidation at 
least up to the time the waivers were signed.” 

Following the decision in the Carnation Milk 
Products case, supra, a transferee or successor was 
held, in Angier Corporation v. Com., 5591; 17 BTA 
1376, not to have the power to sign a valid waiver 
waiving the statute as against the predecessor. 


In Estate of Ben Pearl v. Com., 5632; 18 BTA 249, 
an executor, restricted by the Mississippi statutes, 
signed a waiver which was held valid, following the 
prior cases cited supra. 

In Fidelity Storage Corporation v. Com., 5705; 18 
BTA 517, a waiver was signed by Fidelity Storage 
Company but bearing the seal of the Petitioner. The 
waiver was held valid against Petitioner. See also 
Charles S. Rauh v. Com., 6776; 22 BTA 662. 

In Jonathan Godfrey v. Com., 5755; 18 BTA 775, 
it was held that a waiver signed by a former presi- 
dent of the petitioner as trustee was invalid where 
the Connecticut state laws provided that the prop- 
erty of a former corporation is vested in the direc- 
tors, as trustees; it was further held that to make 
the waiver valid, it must contain the signatures of 
all of the trustees jointly or show that the trustees 
ratified the signing of the waiver. 

In Harry Ekdahl v. Com., 5843; 18 BTA 1230, the 
facts showed that the petitioner and his wife filed 
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joint income tax returns and that the wife signed 
the waiver in question. Waiver held invalid. In 
Southern Investment Company, Inc. v. Com., 5864; 19 
BTA 30, the facts showed that the Louisiana laws 
provided that the only persons competent to act for 
dissolved corporations are the liquidators. Held 
that the signature of the former president is not suf- 
ficient and that there is no presumption that the 
liquidators acquiesced in the signing of the waiver 
even though some witnessed it. 

In White Eagle Oil & Refining Company v. Com., 
5884; 19 BTA 185, a waiver signed by a former Vice 
President of a dissolved corporation was held invalid 
in the absence of proof that the trustee authorized 
the signing. 

In Concrete Engineering Company v. Com., 5892; 19 
BTA 212, it appeared that the Secretary-Treasurer 
signed a waiver. It was held that the burden of 
proving that such officer lacked the right to sign the 
waiver was on the petitioner. 

In T. W. Warner Company v. Com., 6030; — BTA 
—, it was held that the collection of tax asserted 
under a waiver executed by a former officer of a 
dissolved Indiana company could not be allowed. 

In National Bank of Commerce et al. v. Com., 6078; 
19 BTA 1080, it was held that a waiver signed by 
an officer of a dissolved corporation is not valid 
in the absence of a showing that such officer had the 
right to sign the document. 

In J. A. Kemp v. Com., 6328; 20 BTA 875, it was 
held that a waiver signed by a former trustee after 
three years after the termination of the estate and 
after distribution of the assets was of no force and 
effect. 

In South Penn Oil Company v. Com., 6391; 20 BTA 
1180 it was held that the signing of waivers by trans- 
feree had no effect as against the taxpayer; but 
the signing of waivers by former directors (the cor- 
poration being extended for a certain period and for 
certain purposes by the laws of West Virginia) gave 
the Government the right to make assessments. Fol- 
lows the rule set forth in the Jaffee case, supra. 

The waiver was signed by the Secretary-Treas- 
urer, in Benz Brothers & Company v. Com., 6401; 20 
BTA 1214. Held valid even though there was no 
showing of his authority from the other officers or 
directors of the corporation. 

Under California law, former directors of dis- 
solved corporations are trustees. In R. W. Cross- 
man et al. v. Com., 6738; 22 BTA 390, such trustees 
were held to have bound the corporation by the sign- 
ing and submission of waivers. 

Waivers signed by the Secretary-Treasurer were 
held binding in Wayne Body Company v. Com., 6745; 
22 BTA 401, in the absence of a showing of lack of 
authority in the particular officer. 

In Lillie M. Jones et al. v. Com., 21 BTA 275, the 
validity of a waiver signed by a former administra- 
trix was denied. 

In Corn Products Refining Company v. Com., 6769; 
22 BTA 605, a waiver signed by the taxpayer before 
the passage of the 1926 Act but by the Commissioner 
after the Act was passed was held not to be effective 
to renew the period where the tax was barred at the 
time of the passage of the 1926 Act, 
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In Newport Company v. Com., 6810; 22 BTA —, 
waiver given by a corporation after the expiration 
of the three year period after dissolution was held 
invalid. 

Waivers given by former-officers after the dissolu- 
tion and without authority were held ineffective to 
extend the period in Farmers & Planters Tobacco 
Warehouse Company v. Com., 6902; 22 BTA —. 


Failure of Commissioner to Sign Waiver 


The Board generally has held that a waiver is not 
invalid because of failure of the Commissioner per- 
sonally to sign it. See: Trustees for Ohio & Big 
Sandy Coal Company et al. v. Com., 3190; 9 BTA 617; 
Perkins Land & Lumber Co. v. Com., 3168; 9 BTA 
528; Greylock Mills v. Com., 3224; 9 BTA 1281; 
Kealer Brass Company v. Com., 3376; 9 BTA 293; 
Maple Coal Company v. Com., 3689; 10 BTA 1336; 
Pantages Theatre Company v. Com., 5368; 17 BTA 82; 
The Onondaga Company v. Com., 5776; 18 BTA 944; 
Concrete Engineering Company v. Com., 5892; 19 
BTA 212; Automobile Underwriters, Inc. v. Com., 
6088; 19 BTA 1160; Charles Havard v. Com., 6106; 
19 BTA 1270; Wayne Body Corporation v. Com., 6745 ; 
22 BTA 401; Fleitman et al. v. Com., 6876; 22 BTA —. 

It has been said that the Commissioner may dele- 
gate the authority to accept and sign waivers; that 
the “Commissioner treats the consent as. his own.” 
See National Water Main Clean. v. Com., 5112; 16 
a 223 ; Uncasville Mfg. Co. v. Com., 6043; 19 BTA 

The acceptance of waivers must have been accom- 
plished before the expiration of the statutory period 
in order to make acceptance binding. Estate of Adrian 
F. Sherman v. Com., 5209; 16 BTA 786; Chadbourne 


& Moore v. Com., 5248; 16 BTA 961; M. W. Thomp- t 


son v. Com., 5389; 18 BTA 1192; Corn Products Re- 
fining Company v. Com., 6769; 22 BTA 605. 
In the following cases, it was held that a with- 


drawal of waivers by the taxpayer must have been [| 


accomplished prior to the acceptance by the Com- 
missioner to be effective as a withdrawal. Maple 
Coal Company v. Com., 3689; 10 BTA 1336; Moore, 
Administrator v. Com., 5407; 17 BTA 314; George U. 
Hind v. Com., 5604; 18 BTA 96; M. W. Thompson v. 
Com., 5839; 18 BTA 1192. 


Necessity of Commissioner’s Signature 
on Assessment Letter 


Very little has been said about the question as to 
whether an assessment letter must be signed by 
the Commissioner, and it seems that the Board, in 
the only case presented to it on this subject, has very 
definitely held that the statute must be strictly com- 
plied with in order that the assessment letter may 
be effective and official and that, since the statute 
provides that assessment letters be signed by the 
Commissioner, they must be so signed. See Fidelity 
Title & Trust Company (Executors of Hostetter) v. 
Com., 3494; 10 BTA 482. It seems peculiar that the 
same reasoning should not apply to the case of a 
waiver, which problem was discussed in the preced- 
ing question, for, under Section 278(c), the language 
is specific that “where both the Commissioner and 
the taxpayer have consented in writing to the assess- 
(Continued on page 25) 
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Local Taxation of the Insurance 


Business in the United States 


By Lioyp B. AVERETT * 


Part II. 


HE burden imposed upon the insurance busi- 

ness by county taxation is not heavy.** The 

greatest objection seems to be not to the rate 
imposed but to the right of the county to exact such 
charges at all. While the reasons for municipal 
taxation are few, no justification of county levies 
seems possible. 

Only six states permit or compel their counties to 
impose taxes upon the various underwriting busi- 
nesses. Except in the case of Mississippi,*® no state, 
hitherto allowing or requiring the collection of such 
imposts, has in recent years materially altered its 
former legal attitude. 

Arizona counties are forced to impose an occupa- 
tion tax upon fire agents. In Florida they may levy 
a fee upon all types of agents; and, judging from a 
sample of those reporting, a rather high percentage 
take advantage of the opportunity. In Nebraska, the 
counties are compelled to measure the contributions 
of fire companies solely by gross premiums at the 
local general property tax rate. In Louisiana, the 
state and the parish license fees are paid to the par- 
ish tax collector. In case the parish exercises the 
right to impose a local tax, it may not exact a charge 
if a similar fee has been paid to one of its own mu- 
nicipalities. Hence in no event may three licenses 
be collected. 

Insurance tax legislation in both Georgia and Mis- 
sissippi provides more full-fledged revenue measures 
than does that of other states. The Georgia county 
exacts a tax from both agent and agency; its charges, 
though, are moderate. The Yazoo Mississippi Delta 
District has a complete enactment touching this 
phase of taxation. As a whole the taxes imposed are 
high. As in the case of the Alabama municipalities, 
the amount of the tax in some instances is gauged 
by the population of the community. In the Yazoo 
District this holds true for rates for the agency and 
for fire, guaranty, and fidelity agents. 

Flat rates are charged by the counties of all the 


six states, except Nebraska. It has been suggested 
that the proportional rate be introduced into the 
Yazoo District, but the proposal received little sup- 
port. 

Revenue is used for general purposes by the coun- 
ties of Florida, Georgia, and Louisiana. The Ari- 
zona county must apply the proceeds to its school 
fund. The county revenue in the Yazoo area is used 
to meet the general needs of the District, while such 
receipts in Nebraska are divided between the state, 
city, and county. 

A summary of central tendencies of occupation 
taxes imposed by the counties shows that the fire 
agents are the ones most heavily burdened, the 
arithmetic mean being $14.71. Surety solicitors 
rank next, then life, health and accident, industrial, 
plate glass, and other indemnity.*® Reports indicate 
that the Yazoo Mississippi Delta District alone taxes 
the company. All companies are taxed at $200.00 
each, except that multiple-line concerns are charged 
$350.00 and fraternals $25.00. The Georgia county 
places a tax of $10.00 on agency firms, while the Ya- 
zoo District exacts a charge of $100.00 from each 
incorporated agency; otherwise agencies are not 
taxed. Fraternal underwriting is not licensed in any 
form. 


Suggested Reasons for Local Taxes and Variations 
in Rates 


Most local license taxes in the South are levied for 
purely revenue purposes, with almost no supervision 
of the licensees. This means simply payment of fee 
and sanction of city. Any number of activities, such 
as pool rooms, dance halls, and peddlers, are ob- 
viously taxed for regulatory reasons. Evidence that 
the insurance business is sometimes licensed on the 
same grounds is so unmistakable that it convinces 
the most skeptical. However, all the data collected 
indicate that with few exceptions the taxes are levied 
solely for revenue purposes.** 

Few cities imposing variable rates upon different 
types of companies or their agents evince in their 
ordinances any rational explanation of the dissimilar 





*Instructor in Economics, University of Kentucky. This paptr is 
the result of a study made for the Bureau of Business Research. In- 
valuable assistance in its preparation has been rendered by Prof. James 
W. Martin, Director of the Gavese of Business Research, University of 
Kentucky. Thanks are also due to Mr. M. M. Mattison, General Agent 
of the Mutual Benefit Life Insurance Company, Anderson, South Caro- 
lina, for his cooperation in procuring data for South Carolina. 

Sole responsibility for inaccuracies is assumed by the writer. 

%8 Source material on county taxation may be found in Appendix B. 
See page 36. 

%9 Mississippi prohibited general county taxation in June, 1930. At 
the present time only those counties forming a portion of the Yazoo 
Mississippi Delta Levee District may levy taxes upon the insurance 
business. By authority delegated to them, the Board of Levee Com- 
missioners (headquarters, Clarksdale) provides tax ordinances. Although 
the population of the city is used in certain instances, as a gauge of 
the tax rate, there is no such thing as local municipal licenses for the 
sole benefit of the municipality in Mississippi or within the District. 
Within the Yazoo area the official administering the license taxes on the 
insurance business is the county tax collector and “the privilege taxes 
paid to the officer collecting same shall be reported by him monthly, 
and paid in to the Levee Board Treasury .. .” 

#0 Six jurisdictions impose levies on all kinds of agents, excluding 
fire, plate glass, or other indemnity representatives. Seven report taxes 
on fire, and five on plate glass and other indemnity agents. 


41 Most of the Southern license taxes, in absence of explicit statutory 
provision, are imposed by virtue of the general taxing power rather than 
police power. f. State v. ——— 136 La. 702; 67 So. 557. Not 
many exceptions to this rule can be found. The ordinance of Bozeman, 
Montana, sec. 1, pertaining to general occupation taxes, states, among 
other things, “that in aid of the police power and regulations 
of the City of Bozeman it is hereby ordained .” that the regula- 
tions, which follow, are imposed. Further, “. it is hereby declared 
that the industries, pursuits, professions, occupations . . . and 
vocations required to procure licenses under this ordinance require special 
regulation under the general police -power of the City of Bozeman.” 
There is chargeable to these licensees all of the cost of administration of 
the ordinance; three-fourths of the cost of health inspection; one- 
fourth of the expense for maintenance and operation of the police de- 
partment; and 40 per cent of the cost of — of the fire department. 
See Ordinance 581, sec. 11, City of Bozeman, Montana. 

It appears that Cincinnati initiated its general occupation tax code 
to secure’ revenue to replace that lost by elimination of liquor licenses. 

“In southern ‘cities + every conceivable variety of occupation 
and business is subjected to a so-called license tax imposed for revenue 
only . . .” Buck, A. E., Municipal Finance, p. 444, Macmillan Com- 
pany (1926). 















































































































































































































































18 THE TAX MAGAZINE 







levies imposed. Hence, discrimination results, and 
gross injustice is not unusual. If there be cause for 
local insurance taxation it arises exclusively from 
benefit conferred by the jurisdiction within which it 
operates. An occasional city recognizes this by tax- 
ing the fire company, for instance, and exempting 
others, but such examples are rare. Except in the 
instance of a few proportional percentage taxes no 
cognizance is taken of ability to pay. 

In an unpublished survey of the situation in Ken- 
tucky, made by the writer several years ago, con- 
siderable evidence was found to confirm the 
hypothesis that the variable rates were gauged by 
what was thought to be the ability of the business 
to pay. While to an extent this continues to be valid, 
there are so many exceptions that we are now prac- 
tically forced to discard the theory. 

If not for the entire territory covered, certainly in 
an appreciable number of isolated cases a scarcity-of- 
company-type explanation of rates can be defended. 
Some municipalities have found fire companies loath 
to underwrite risks within their limits. Similar con- 
ditions have prevailed at times with respect to the 
various types of casualty insurance companies. Of 
course, when such predicaments occur, the commu- 
nity favors the desired kind or kinds of company. 

In other towns where the various types of risk 
bearers are fully represented erroneous necessity ar- 
guments play a part. For example: (a) industrial in- 
surance is the only form which the lower economic 
classes can afford; (b) there is no reliable alternative 
to guaranty and surety insurance for the official, the 
lawyer, or the business man; (c) protection of prop- 
erty is of paramount importance; and (d) one never 
buys life insurance unless he is “sold.” 

The influence exerted by political pressure in the 
formulation of rates is not to be ignored entirely. 
Probably this explanation is not emphasized enough. 
In quite a few southern towns insurance men either 
have prominent public roles or are sufficiently influ- 
ential in their community to see that their wishes are 
carried out. Unusually high rates on one particular 
class of underwriters, when the majority of the fees 
are nominal, may sometimes be attributed to the 
efforts of an over-ambitious agency to secure mono- 
polistic control of its market. This practice has 
appeared to be very effective. Curiously enough the 
fire agents do not employ this mode of attack as 
frequently as the life people. 

Most municipalities levying premiums taxes make 
some attempt to recognize the benefit principle. 
Whether this aim is realized is another question; for 
example, the life companies pay approximately as 
much in the aggregate in Lexington, Kentucky, as do 
the fire even though the latter enjoy substantial pro- 
tection from the municipality. It may be fairly said, 
that the majority of the municipalities imposing 
premiums taxes take benefit into account to a cer- 
tain degree and thus formulate less discriminatory 
measures than do those imposing flat-rate taxes. 

The reason for treating fraternal companies and 
their agents so favorably is a mystery. Only a mi- 
nority of the jurisdictions impose a tax on these 
concerns or their solicitors and even then accord 
either or both a lower rate than they impose on other 
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classes. Taxation of fraternals is forbidden by Kan- 
sas on the grounds that they are purely mutual. As 
to whether they are more purely mutual than some 
of the others is not for us to decide; but surely the 
exemption should not apply on the point of mutual- 
ity. A Georgia statute portrays the typical attitude 
of the legislator toward these societies to the effect 
that “. . . when the money benefit, charity or relief 
is payable by the grand lodge or supreme body of 
same and is derived from assessments on subordi- 
nate lodges, councils, or other bodies or their mem- 
bers,” *? fraternal, secret, and industrial societies are 
exempt from paying any license tax. Montana, in 
order to prevent all possibility of any jurisdiction 
taxing fraternals, stipulates in its statute bearing on 
the subject that fraternal benefit societies are chari- 
table institutions and hence are exempt from “all 


and every state, county, district, municipal and 
school tax.” 4% 


In general the rates imposed by the county are 
nominal. With the exception of the taxes levied by 
the Yazoo Mississippi Delta District, the rates im- 
posed on each legal basis are uniform. When the 
levies are of a variable nature, benefit is measured by 
the tax imposed on the agent, the rates for the com- 
pany being mainly uniform. The fire agents bear 
the heaviest burden, followed in turn by the surety, 
life, and other solicitors as shown above.** From the 
point of view of benefit this sequence deserves ap- 
proval. Special service offered by a community to 
the two latter types of insurance representatives is 

enot great. The Arizona county recognizes this by 
taxing fire agents alone. 


Penalties for Violation of Ordinances * 


Violation of the city’s license ordinance may be 
attended with rather stringent penalties, generally 
as: (a) a flat fine without respect to the amount of 
the tax; (b) a fine amounting to a percentage of the 
tax if same is not paid when due or within a certain 
time thereafter (if the fine is not paid, the customary 
collection procedure is followed); (c) a penalty 
graduated upon a percentage basis for each succeed- 
ing period during which the tax remains delinquent 
finally reaching a maximum, after which, if unpaid, 
the matter is placed in the hands of the official col- 
lector; (d) a misdemeanor with a fine or term of im- 
prisonment, or both fine and service in jail; and (e) 
a flat fine for the first day’s infringement, with each 
succeeding day constituting a separate offense, the 
court in every instance having a margin of discre- 
tion. 


St. Joseph, Missouri, Paducah, Kentucky, a few of 
the smaller places in South Carolina, and a great 
number of towns in central Kentucky inflict fines 
without respect to the amount of the tax. The 
amount exacted in the Blue Grass municipalities is 
moderate, ranging from two dollars to one hundred 
dollars. The municipalities in South Carolina often 
prescribe a rather severe penalty ranging from fifty 
to two hundred dollars; while St. Joseph provides a 
penalty of five hundred dollars. St. Petersburg, 





42 Park’s Georgia Code, vol. 2, sec. 2461. 


43 Montana Code, sec. 6337. : 
# See section on taxation of the insurance business by counties. 
# Based on original city ordinance codes. 
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Florida makes a slight departure from the general 
rule of the communities belonging to this category. 
A grace period of thirty days is allowed beyond due 
date at the end of which time the one in default is 
fined two hundred dollars. 


Charleston, Columbia, and Macon are prominent 
among municipalities which measure the amount of 
the penalty by a percentage of the tax.. This method 
is also quite common in Missouri and Kentucky. A 
10 per cent charge is generally used. In contrast, 
however, Charleston inflicts a 20 per cent penalty 
and an extra 5 per cent if the delinquent tax has to 
be turned over to the city sheriff for collection “by 
distress and sale or levy and sale in the same manner 
as provided by law for the collection of other taxes.” 
Columbia imposes a 10 per cent fine “for every 
month or part of month until the license is paid.” 
Macon permits delinquency for thirty days. 

Birmingham is the only reporting city which has a 
graduated percentage fine. Delinquency may extend 
over nine months, with a 10 per cent charge for the 
first ninety days, 15 per cent for the second, and 20 
per cent for the third. However, the administrative 
official may compel payment immediately upon de- 
fault. In this instance the state law (Code of Ala- 
bama, 1923, sec. 2172) specifically states that failure 
to pay constitutes the claim a lien on property. 


Anderson, Greenwood, Greenville, and a few cities 
in Florida permit the judge to impose a flat fine, 
generally one hundred dollars. In the event it re- 
mains unpaid, they provide that the violator shall be 
sentenced to jail for a period not in excess of thirty 
days. Miami imposes a penalty of two hundred dol- 
lars or imprisonment for sixty days, while Kansas 
City, Kansas levies a charge of one hundred dollars 
for default and 10 per cent extra if the tax has been 
delinquent for a period of thirty days. 


The Yazoo-Mississippi Delta District inflicts more 
severe punishment than any other jurisdiction. The 
ordinance says that any one guilty of violating its 
provisions commits a misdemeanor and is punish- 
able by a fine of five hundred dollars or imprison- 
ment for six months, or both. The penalty in Joplin, 
Missouri is three hundred dollars or sixty days in 
jail, or both. 


A number of Kentucky municipalities impose pen- 
alties somewhat peculiar to them. The phraseology 
of the various ordinances is practically the same, the 
only dissimilarity being in the minimum and maxi- 
mum limits of the pecuniary charge. Hopkinsville 
furnishes a typical example in imposing a punitive 
charge of from twenty to one hundred dollars, the 
amount resting within the discretion of the court. 
The ordinance further stipulates “that for each day 
the violation is continued the same shall constitute 
a separate offense.” Bellevue and Irvine are other 
municipalities having this type of penalty. 

Almost all jurisdictions make it mandatory upon 
the licensee to post the license permit conspicuously 
in his place of business. Only a few attach a spe- 
cific penalty for failure to do this. Baton Rouge 
and Savannah both impose a fine for neglecting to 
perform this duty; the former twenty-five dollars, 
and the latter one hundred dollars or imprisonment 
for thirty days or both. 
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Revenue from Taxation of the Insurance Business 


Cities and counties together receive about two 
and a half million dollars from all license fees which 
they impose upon the insurance business.*® The sum 
received by cities (for which we have complete rev- 
enue data) from this source constitutes a little over 
1 per cent of the total revenues of these cities. At 
first this aggregate income seems negligible; how- 
ever, the major portion of it is received by munici- 
palities of only eleven states. Moreover, it seems 
unfortunate that the people of the commonwealths 
forbidding such taxes should bear a portion of the 
burden through higher insurance premiums than 
would otherwise be necessary. 

Municipalities in Kentucky, Georgia, and Missouri 
receive larger amounts from this form of taxation 
than do those of any other state. Only three ** re- 
porting municipalities in Kentucky having popula- 
tion in excess of 2500 do not impose these taxes. 
When compared with the licenses of cities in other 
states those of the average urban center in Kentucky 
are not abnormally high. Kentucky cities derive 
more revenue from this source for several reasons. 
(1) A great number of villages with a population of 
less than 2500 levy these taxes, while communities 
in other states with from 450 to 2500 inhabitants 
rarely adopt general occupation taxes. (2) The 
larger cities impose taxes measured by gross pre- 
miums (either in whole or in part). Of cities surveyed 
none except those in South Carolina and Alabama 
employ this form of taxation more generally than do 
those of Kentucky. Gross premiums received by fire 
and casualty companies for risk coverage amounted 
to about $12,500,000 in 1930. As a large percentage 
of this amount was paid by residents of cities impos- 
ing a premiums tax, explanation of the large volume 
of revenue is apparent.*® 

The aggregate local revenue in Georgia obviously 
may be expected to be large, as: (a) the state has a 
relatively large urban population; (b) taxes on the 
insurance business have been universally adopted; 
and (c) the counties receive an appreciable sum from 
these special taxes. 

A false interpretation should not be attached to the 
total estimated revenue, $338,000, of Missouri munic- 
ipalities. Insurance taxes are not as uniformly 
levied by cities of this state as by incorporated places 
in South Carolina, Georgia, Alabama, and Kentucky. 
The larger urban population of Missouri readily ac- 
counts for the magnitude of the revenue as compared 
with the smaller aggregate receipts in South Caro- 
lina, $185,000, where local taxation of the insurance 
business is nearly universal. 

Municipalities in Alabama resort to insurance li- 
censing on a wider scale than the reports indicate. 
As the state law compels communities electing to tax 
the insurance business to impose a semi-proportional 





“See Tables V and VI for statistical data. The revenue received 
by the cities in South Carolina from funds turned back to them, for 
the benefit of the local Firemen’s Fund, which represents a portion 
of the receipts from licenses imposed upon fire companies by the state, 
has not been estimated. Scarcity of data for Montana municipalities 
aig an estimate of total revenue received from insurance taxes 

y urban centers of this state. 

# Ashland, Catlettsburg and Williamsburg. Of reporting towns under 
2500 only Pewee Valley and Anchorage fail to impose taxes. 

4 All reporting localities in Alabama, Florida, Georgia, Louisiana, 
New Mexico, and South Carolina impose taxes on the insurance business ; 
93 per cent in Kentucky, 90 per cent in Missouri, 60 per cent in Kansas, 
and 50 per cent in West Virginia exact them. 
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Table V 
REVENUE DERIVED FROM THE TAXATION OF INSURANCE BUSINESS BY CITIES* 








Revenue Received 





‘ ? 3 Revenue per Capita Per Cent of Total Rev- 
City Population from Taxation of Derived from Taxa- Total Revenue enue Received from Tax- 
Insurance Business tion of the Insur- of the City ation of the Insurance 
ance Business 2 Business 
re 13,024 4,000.00 31 $ 60,771.48 6.58 
“OS” eee eee ae 270,366 151,111.44? -56 11,003,159.00 1.37 
MERE oigiit 4s ce seaee 60,342 32,028.63 .53 2,374,808.00 1.34 
CED a hina ewe dain ce enas 1,827 418.50 CB ce eee Bae PER SGA aac 
Birmingham, Ala. ............ 259,678 121,000.00¢ -47 9,163,327.00 1.32 
CO) £6 4a 19,339 850.00¢ 05 287,478.96 .29 
Bozeman, Mont. ............ 7855 425.00¢ .06 50,080.96 84 
Cassette, Bye 2 oecsscc cee 2,409 945.684 SS ee Sleds 
RES OG ne vs oo occ ose ws 451,160 12,031.00 .03 38,954,788.00 -03 
= am oe & Pe mee Foe a ——— .89 3,417,468.00 1.63 
a ee 1,581 15,008. .30 1,596,487.00 -94 
ents N. 2 Pateletd wae os oes a ‘ pina ( SE rey 2s $x 
ae err 65,252 1,000. 78 1,966,196.00 2.59 
ES I, nee cecesces 4,386 1,255.004 WE cima. oick® «fl —teeeteneas ase 
ES EE 1,323 275.00 .20 11,115.50 2.47 
SE ees a 11,626 4,300.00¢ ais. oY cle abe age 
Geoegetowa, Ey. ...........; 4,229 1,065.00 : ee eee ee 
OS SE OS eee ere 29,154 15,000.00 wee | SOG SES ae ees 5 bate 
aioe ne 5 fd 46-0 0.0% th 2,400 510.00 Se. eee nee ei aes dee 
Harrodsburg, Ky. ........... 4,029 490.00 12 17,409.89 2.81 
Hopkinsville, Ky. ............ 10,746 2,250.00 es Sati or aA eS eee a Jet 
NEUE o's Sb oa s cows ca dees 8,465 310.00¢ SR ne ee EL SERIE. wit 
NN TING be o'c'ea dil toeude 1,630 175.00 Zeer? 9 i>. UOT eile Saxe 
BI TEMS oc ccccsccccees 45,736 43,500.00¢ 95 1,839,595.00 2.36 
NE: BENS. 6 6 welded cee ge 307,745 158,564.00 .52 15,866,464.00 -99 
ee 8,177 590.00 Mea ety tive. Rene 
agg te hcaddy en tam aa soraas ene | hes sitet intiatsici 9 Ke Bee ted, 
OS 8 aerate 13,220. a2 8,889,230.00 -14 
Middlesboro, Ky. ............ 10,350 570.00 et ec ie ee rene 
FE odiectvewe deere’ 808 105.00 13 21,454.81 -48 
ES eee 578,249 82,050.00 .14 41,887,756.00 19 
OS a eS 4,350 1,185.00 — fk ee Seo 
RG es 939 310.00 Cee LP No, See oes 
OO ee 29,744 2,281.00 a ae oe 
Nicholasville, Ky. ........... 3,128 1,075.00 Spl i ee ae Ee 
ATEN eixveduas oer 2,567 950.00 0 eee ae ee 
a rs ee 6,495 1,675.00 — ee eee ee 
“a a eae rere 20,155 300.00 - OF a ee ee eT ee ee, Cte 
ER SR ats yaad aegiged 20,806 6,096.00 ee ee Oe aaa 
SS a 1,500 500.00 > SR es eee Se 
CN TEINS hn ce paney ees « 408 125.00 : rr ee ee ee 
RI Ee secs cavcinets 4,033 830.00 i ee een Po Bee SS 
Somerset, Ky. Weis balan Saens 5,506 700. Gee erm. (ys S20) webb eh ieaien 
a RG, yo we.s't0.0 &odnas 821,960 68,500.00 .08 50,703,834.00 oka 
I, RUS. oe 6 cn cccsecces 13,302 2,100.00¢ -16 178,469.80 1.17 
TE inay nce posse wise «4a 101,161 25,000.00 25 6,071,117.00 41 
I ES 5. 6. wanice sees 64,120 7,375.00 12 3,480,455.00 21 
WS SIG. one bse dawce dis 2,244 810.00 -36 54,101.00 1.49 
Re oda atinchesew ds 3,585 375.00 Bee | ee Open eee ee mee 
W. Palm Beach, Fla. ........ 26,610 2,075.00 aS IM Ue eee: 
EN INR Sync on 3. discivinamee 111,110 11,400.00 -10 4,476,403.00 25 
Winchester, Ky. ............. 8,233 2,248.33 eee EI Der SOO ee eer 
Yazoo- Mississippi 
PIE, csc tariacvcce. esas 50,000.00 





* Population statistics based on 1930 Census Report of the Bureau 
of the Census, as far as these figures were available. Population of a 
few cities secured from the Polk Directory Publications. otal revenue 


data taken from either annual reports of cities or Census Bureau, Finan- 
cial Statistics of Cities, 1928. 


> Does not include a business license fee of $60.00 imposed on each 
agency firm. 


¢ Estimated. sak 
4 Computed from statistics supplied by the Kentucky Insurance Field 





Directory, The Insurance Field Company, Incorporated, Louisville, Ky. 
© Quoted as being approximate by reporting officials. 





percentage tax upon gross receipts, the revenue, 
$232,000, must be large, even though the rate be low. 

The parish revenue in Louisiana is small. On the 
other hand, the municipal rates are high. At least 
three cities levy graduated taxes. As the urban pop- 
ulation is comparatively high, in contrast with the 
total population, the amount collected is great. 

Localities in Florida obtain a surprisingly small 
amount of income, $142,000, from insurance taxes. 
This may be accounted for by the nominal rates of 
the counties and the generally moderate ones in the 
cities. 

As the estimate of total local revenue derived from 
taxation of the fire business in Nebraska was based 
on approximate premium receipts of all fire com- 
panies, no means of fairly ascertaining the revenue 
by minor civil divisions presents itself. This of 
course may be attributed to the imposition of the 
local property tax rate upon gross premiums, 

When it is considered that the Yazoo Mississippi 
District includes a few counties having a sparse 
population, the revenue of $50,000 for this territory 
is strikingly high. 


Table VI 


ESTIMATED REVENUE RECEIVED BY LOCALITIES FROM 
TAXES IMPOSED ON THE INSURANCE BUSINESS=* 


Urban Urban Per Capita Count Total 
STATE Population Revenue Urban Rev. ihevenas Revenue 
We os acted 744,273 $245,000 < web ARATE $245,000 
i ere 883,725 136,000 15 5,000 142,000 
SP 895,492 295,000 -33 62,000 350,000 
eee? 729,884 82,000 we” PTs 82,000 
Kentucky ...... 982,845 373,000 ye ee 373,000 
Louisiana ...... 830,996 222,000 .24 10,000 232,000 
| Se eee ei + 50,000 50,000¢ 
Missouri ....... 2,115,854 338,000 -) .eecuis 338,000 
ee hehe 8 ene an 152,0004 
SD aes ade cece ost ees 12,031 Ree 12,031¢ 
South Carolina... 494,183 185,000 e jaeiebe reas 185,000 
West Virginia.... ...... 152,000 Sn ee ede 152,000 
WHE wsaeicy ew eacss eee Anne See 82,050¢ 
cena eg: $2,403,000 





® Based principally on estimates derived from Table V. 

> Based on 1930 Federal Census. Represents aggregate population 
of municipalities of 2,500 inhabitants or more except in the case of 
Florida, entucky, Missovii, and South Carolina. In the case of 
Florida and Missouri, urban population includes towns of 500 or over 
in size; figures for Kentucky and South Carolina include places of 400 
and over in size. F 

¢ Revenue data was furnished by reporting officials of the three states, 

4 Includes revenue received by all local jurisdictions. 
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In the case of cities the per capita revenue is high- 
est for Lexington, Charleston, and Covington, in the 
order named. The volume of insurance sold within 
the first city compares favorably with that of any 
town of its size in the country. Charleston’s 5 per 
cent tax on fire premiums is a contributory cause of 
its large revenue. Covington would have relatively 
as large an income as Lexington but for the fact that 
much life and health and accident insurance is pur- 
chased in Cincinnati, with premiums- consequently 
being paid to companies not operating in the city. 
Atlanta’s revenue would appear larger if the pro- 
ceeds of its business tax were included; perhaps it 
might even approximate that of Covington. As a 
2.5 per cent tax, with no deductions, is imposed the 


per capita revenue could not be other than signifi- 
cant. 


Jenkins, Kentucky levying a normal tax furnishes 
a unique example for a city of its size. A great 
amount of the property within the town is owned by 
the Consolidation Coal Corporation. Hence, a large 
proportion of the fire and casualty insurance is writ- 
ten at the headquarters city of the company. This 
accounts for the lowest per capita revenue from in- 
surance taxes of any city within Kentucky. Most 
of the few resident agents work on a part-time basis, 
and the insurance needs of the community are gen- 
erally supplied by transient solicitors. 


Salina, Kansas reports a lower per capita revenue, 
$0.01, than any other city in the nation. The expla- 
nation is not known. 


Sharpsburg, Kentucky is the smallest village re- 
porting taxes upon the insurance business. It is 
significant that the smaller towns in Kentucky se- 
cure larger per capita receipts than does any other 
class, except that composed of the largest cities. Car- 
rollton imposes a premiums tax upon fire com- 
panies.*® 


Analysis of per capita revenues of reporting munic- 
ipalities by sizes of cities indicates a fairly significant 
trend. While the burden on the individual, $0.19, is 
the same for cities of 10,000 to 30,000 inhabitants as 
it is for cities under 10,000, the tendency is for it to 
become greater in municipalities with population in 
excess of 30,000. The per capita revenue, $0.21, for 
cities over 100,000 is not representative for cities of 
this group. If receipts for Cincinnati and Milwaukee, 
both of which fall within this class, be eliminated, 
distinctly larger per capita revenues would result. 
Premiums taxes imposed by the larger centers_are 
ordinarily the cause of enhanced per capita revenue. 


Monies received by the municipality, with few ex- 
ceptions, go into the general fund. Louisville, Ken- 
tucky and Bozeman, Montana apply the proceeds for 
specified purposes. The former assigns them to the 
use of the Board of Sinking Fund Commissioners; 
and the latter assigns them, along with the proceeds 
from other occupation taxes, to the Protection of Life 
and Property Fund, out of which are paid the ex- 
penses incurred by the administration of the ordi- 
nance, the upkeep of the city health department, and 
the maintenance of the police and fire department. 

® Seemingly no other village, outside of South Carolina, having a 


population of less than 3,000 imposes a premiums tax. 
5° See Table VII. 
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Table VII 


PER CAPITA TOTAL MUNICIPAL REVENUE FROM TAXA- 
TION OF tede sss: med BY SIZES 


Size of Number of Aggregate Aggregate Per Capita 
Cities Cities Population Revenue Revenue 
Under 10,000 ........ 26 104,130 $19,347.50 $0.19 
10,000—30,000 ........ 11 204,850 39,822.00 19 
30,000—100,000 ...... 6 349,296 204,911.63 59 
100,000 and over....... 9 3,015,066 642,876.44 21 


Recent Developments in Taxation of the Insurance 
Business ** 


The extent of local taxation of the insurance busi- 
ness has decreased materially during the past decade 
and a half. Municipalities in California, Illinois, 
Oregon, Pennsylvania, Tennessee, and Virginia have, 
since 1917, substituted other sources of revenue for this 
one. Recently Mississippi passed a law forbidding 
the local taxation of insurance business in all sections 
of the state except in the Yazoo Mississippi Delta 
District.22 While several towns were reported to be 
taxing commercial underwriting in both Maryland 
and Wyoming a few years ago, it appears that none 
are now doing so. 

On the other hand, Cincinnati within recent years 
has instituted an occupation tax which includes in- 
surance agents and their employers. One commu- 
nity in New Mexico reports, and another in Arizona 
is said to have, a similar tax, while Milwaukee re- 
ceives a portion of the proceeds of a state imposed 
local tax. 

Although the area in which local taxes of this 
nature are imposed has diminished, the degree to 
which such taxation is utilized in those states permit- 
ting the practice has increased. The burden placed 
upon the business by the municipalities of those 
states, lately forbidding the practice, was neither 
heavy nor widespread. This is true even of Missis- 
sippi. It appears that the rates formerly prevailing 
there were moderate in comparison with those now 
levied by the Yazoo Mississippi Delta District. No 
less than nine urban centers in Kentucky have 
adopted insurance licenses in the last few years; two 
are known in Florida; one in Montana; and one in 

(Continued on page 31) 





Table VIII 
NUMBER OF CITIES OF VARIOUS SIZES IMPOSING TAXES 
ON EACH CLASS IN 1917 AND 19318 
Size of Cities Agent Agency Company 
1917 1931 1917 1931 1917 1931 
30,000— 50,000 ........ 6 2 5 1 7 1 
50,000—100,000 ........ 12 6 4 6 9 13 
Over 100,000 .......... 6 6 3 5 5 12 
ES eS acdis acl ens 24 14 12 12 21 26 


® Data included in table are the result of a sample study. Figures 
include all cities having population of 30,000 or more for which infor- 
mation is available in 1917 and in 1931. Information for 1917 was se- 
cured from Bureau of the Census, Specified Sources of Municipal 
Revenue, 1917. 
he following cities imposed taxes on the insurance business in 1917, 
but have since discontinued them: Los Angeles, Cal., Rockford, IIl., 
Portland, Ore., Altoona, Easton, Harrisburg, New Castle, and Wilkes 
Barre, Pa., and Portsmouth and Roanoke, Va. 
Ten municipalities under 30,000 are known to have initiated insur- 
ance taxes since 1917. Four of these impose taxes upon the agent and 
six upon the company. 


51 See Table VIII. 
52 June, 1930. 
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lt the presentation of the Administration tax pro- 
gram for the consideration of Congress there have been 
few new developments which give a definite clue to the 
character of the final draft of the revenue bill. 


It is now practically certain that a tax bill will not be 
enacted into law by March 15. John N. Garner, Speaker 
of the House of Representatives, recently stated that there 
was no necessity for attempting to unduly rush a new tax 
bill through Congress in order to obtain enactment by 
March 15. Remedy could be found, the Speaker said, 
through adoption of a joint resolution making incomes re- 


turnable later than March 15, the next returnable date under 
existing law. 


Statements by various members of the Ways and Means 
Committee indicate that the customary procedure in con- 
sideration of revenue law changes will be followed. It 
is expected that the Ways and Means Committee will con- 
clude hearings on the tax bill before February 1 and send 
the bill to the Senate not later than March 1. The Senate 
Finance Committee after receipt of the House bill is 
expected to conduct hearings, before making its report to 
the Senate. Hence, the present outlook is that a revenue 
measure satisfactory to both the House and the Senate 
will not be formulated before the latter part of March, and 
a later date before the bill is sent to President Hoover 
for approval is not improbable. 

A statement by Representative Henry T. Rainey (Demo- 
crat), of Illinois, member of the Ways and Means Com- 
mittee, on December 28 was interpreted as prophetic of 
the Democratic tax revision program. The changes urged 
by Congressman Rainey include: 

Repeal of the capital gains and loss provision now in the 
income tax law; 

Increased income tax, with large incomes bearing most 
of the additional burden through surtaxes; 

Retroactive application of the increased rates to incomes 
of the year 1931; 

Issue of government bonds to take care of about one- 
half of the Treasury deficit; 

Reduction of government expenditures, salary reductions 
if any, not to apply to those with incomes of $5,000 or less; 

Other Democratic leaders have given reason for belief 
that higher estate tax rates than proposed by Secretary 
Mellon and a gift tax will be a part of the Democratic 
tax revision program. 

According to a recent statement by John N. Garner, 
Speaker of the House, no one is qualified to proclaim what 
the Democratic tax revision program will be. It will not 
be fully determined, he declared, until after the hearings by 
the Ways and Means Committee. 

The expected announcement of at least a general plan 
of tax revision, following the meeting of the Democratic 
Congressional Policy Committee on January 6, failed to 
materialize. However, it appears that an agreement was 
reached to support a program that will “balance the budget.” 

In addition to increased tax rates and new forms of 
taxes, it is logical to expect that legislation designed to 
close loop-holes in the law that heretofore have made tax 
evasion possible will be enacted. Such legislation is likely 
to include removal of exemptions which court decisions 
have granted to life insurance companies, modification of 
depletion allowances, reduction of loss of revenue through 
corporation reorganizations, and discouragement of tax 
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Letters from Washington 
on Taxes 


We write a selected list of clients a se- 
ries of letters from Washington on tax mat- 
ters which are subjects of conversation, 
but whiclr do not ordinarily get into pub- 
lished services—the sort of thing you get 
by regular trips to Washington. Not tax 
news, nor digests of rulings, but brief re- 
ports of discussions which do not always 
appear on the surface. The letters are a 
real help to ali tax men. Clients include 
tax practitioners and corporation officers. 


May we send you a copy of our latest 
letter? 


CLIP THIS COUPON TO YOUR LETTERHEAD 
The Kiplinger Washington Agency, 
National Press Bldg., Washington, D. C. 


Please send me, without obligation, a compli- 
mentary copy of your bi-weekly tax letter. 


BUNN PACKAGE TYING MACHINE 


Ties rapidly and securely any package such as Mail, 
Parcels Post, Wrapped Packages, Boxes, Fabrics, 
Printed Matter, etc. Write for folder. 


B. H. BUNN COMPANY 
Vincennes Ave. at 76th St., Chicago 
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evasion by means of the “perfidious Canadian corporation 
device.” 

The essential form of the new tax law will be determined 
by the Ways and Means Committee and the Committee 
on Finance of the Senate, though it is probable that action 
of both these committees will be strongly influenced by 
such recommendations as the Joint Committee on Internal 
Revenue Taxation chooses to make. 

The members of the Ways and Means Committee of the 
House of Representatives are: 


Democrats 
James W. Collier, Chairman 
Charles R. Crisp 
Henry T. Rainey 
Robert L. Doughton 
Heartsill Ragon 
Samuel B. Hill 
Harry C. Canfield 
Thomas H. Cullen 
Christopher D. Sullivan 
Morgan G. Sanders 
Edward E. Eslick 
John W. McCormack 
Clement C. Dickinson 
David J. Lewis 
Fred M. Vinson 


Missouri 
Maryland 
Kentucky 


Willis C. Hawley 
Allen T. Treadway 
Isaac Bacharach 
Lindley H. Hadley 
‘Charles B. Timberlake 
Henry W. Watson 
James C. McLaughlin 
Carl R. Chindblom Illinois 
Frank Crowther 

Richard S. Aldrich Rhode Island 


The members of the Committee on Finance of the Senate 
are: 


Massachusetts 
New Jersey 
Washington 

Colorado 
Pennsylvania 
Michigan 


Republicans 
Reed Smoot, Chairman 
James E. aWtson .. 
David A. Reed 
Samuel M. Shortridge 
James Couzens 
Henry W. Keyes 
Hiram Bingham 
Robert M. La Follette, Jr. . 
John Thomas 
Wesley L. Jones 
Jesse H. Metcalf 


.. Pennsylvania 
California 
Michigan 

New Hampshire 
Connecticut 
Wisconsin 


Washington 
..Rhode Island 


Pat Harrison 
William H. King 
Walter F. George 
David I. Walsh 
Alben W. Barkley 
Tom Connally 
Thomas P. Gore 
Edward P. Costigan ‘Colorado 
Cordell Hull Tennessee 


The members of the Joint Committee on Internal Rev- 
enue Taxation are: = 


Senators 
Reed Smoot of Utah (Rep.) 
James E. Watson of Indiana (Rep.) 
David A. Reed of Pennsylvania (Rep.) 
Pat Harrison of Mississippi (Dem.) 
One Democrat vacancy. 


.. Mississippi 


Georgia 
Massachusetts 
Kentucky 


Oklahoma 


Congressmen 
James W. Collier of Mississippi (Dem.) 
Allen T. Treadway of Massachusetts (Rep.) 
Willis C. Hawley of Oregon, Chairman (Rep.) 
Henry T. Rainey of Illinois (Dem.) 
Charles R. Crisp of Georgia (Dem.) 


ONTENTION by anti-administration members of 
Congress that the burden of tax increases proposed by 
Secretary of the Treasury Mellon in his report to Congress 
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would rest on individuals of small means is regarded by 
Treasury officials as unfounded. 


The total estimated increase in revenue which would be 
derived from the Mellon tax plan is $920,000,000. An indi- 
cation of what a small portion of this income will be de- 
rived from increased taxes on incomes of $5,000 or less, is 
given by applying the proposed new rates to income re- 
turned for 1930. This calculation shows that out of a total 
increase of $222,000,000, taxpayers with incomes of $5,000 
or less would contribute only $27,000,000. On the same 
basis, those with incomes of $10,000 or more would con- 
tribute $182,000,000 of additional taxes. Of that additional 
amount those with incomes of $50,000 and over would pay 
an additional $155,000,000. 

According to the opinion of Treasury officials, it is al- 
most entirely out of the question to obtain from the taxa- 
tion of larger incomes anything approaching the total 
amount of additional revenue which is needed. It is the 
very shrinkage in individual and corporate incomes due to 
the depression, which has to a large extent brought about 
the need for additional revenue, it is declared, and the 
shrinkage in the amount of income available for tax cannot 
be made good by increasing the rates of tax. 


TAX refunds for the 1931 fiscal year, as reported to 
Congress by Secretary of the Treasury Mellon, were 
made to 145,925 taxpayers, the total refunds amounting to 
$69,476,930. This compared with $126,836,333 the year 


before. 


There were only three refunds in the million-dollar class. 
These went to the Illinois Central Railroad, which got 
$1,158,675; the Prairie Pipe Line Company, which received 
$1,784,000 directly and $531,000 through its subsidiary, the 
Prairie Oil and Gas Company, and the United Verde Copper 
Co., which obtained a total refund of $1,047,398. There 


were twelve taxpayers in this class in the previous fiscal 
year. 


Well-known names in the list of individuals who re- 
ceived tax refunds included Secretary of the Treasury Mel- 
lon who was refunded $86,938.73; his brother, R. B. Mellon 
of Pittsburgh, $14,729.38; Secretary of Commerce Lamont, 
$10,964; John D. Rockefeller, $31,324; John D. Rockefeller, 
Jr., $1,808; Douglas Fairbanks, $12,391; Helene and Dolores 
Costello, $1,345 each; Walter Hagen, $902; Texas Guinan, 
$2,469; and Julio Serafin, conductor of the Metropolitan 
Opera Company, $1,708; Ira C. Copely of Aurora, IIL. for- 
mer Congressman, was the largest personal recipient of 
income tax refunds during the fiscal year 1931, with a total 


of $101,877. 


Other taxpayers receiving large refunds were: Aeolian 
Weber Piano & Pianola Co., $19,690; American Can Co., 
$368,021; American Gas Co., Philadelphia, $71,266; Amer- 
ican Hawaiian Steamship Ca. $824,093; American Safety 
Razor Corp., $43,933; Austin Nichols & Co., $17,440; Anne 
E. Benjamin Estate, $26,702; Bolivia Railway Co., $28,643; 
James C. Brady Estate, $199,441; Briggs Mfg. Company, 
$220,426; Brown-Lipe Gear Co., $221,266; Carbon Steel Com- 
pany, $614,187; Carolina, Clinchfield & Ohio Railway, 
$51,042; Chesbrough Manufacturing Co., $20,210; Chicago 
Railways Company, $45,368; Chili Copper Co. and sub- 
sidiaries, $264,980; Clark Thread Co., $296,887; Continental 
Can Co., $97,739; Consolidated Laundries Co., $62,853; 
Estate of Charles Deering, $751,192; Delaware, Lackawanna 
& Western Coal Company, $146,117; Delaware, Lackawanna 
& Western Railroad Co., $47,132; Durant Motor Co., 
$34,803; Equitable Life Assurance Society of the United 
States, $276,505; Erie Railroad Co., $138,491; Fox Theatre 
Corp., $43,495; Mrs. Adelaide H. C. Frick and Helen Frick, 
of Pittsburgh, $1,038,577 (Mrs. Frick’s share was $831,080); 
Freeport Texas Co., $20,574; Harriman National Bank, 
$95,171; Holland-American Line, $106,598; Home Life In- 
surance Co., $16,479; Honolulu Consolidated Oil Co., San 
Francisco, $500,765; Hyatt Roller Bearing Co., $144,379; 
Illinois Traction ‘Co., $100,359; Indiana Harbor "Belt Rail- 
road Co., $38,980; International Mercantile Marine Co., 
$67,893; International Tele. Sales & Engineering Corp., 
$126,626; International Navigation Co., Ltd., $122,155; In- 
ternational Cork Co., $48,124; Lago Petroleum Corp., 
$90,678; Life Insurance Co. of Virginia, $320,245; Man- 
hattan Electric Supply Co., $24,924; Maywood Chemical 
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Works, $101,451; Metropolitan Life Ins. Co., $859,846; 
Middle States Oil Corp., $126,425; Middle West Utilities 
Co., $364,592; New York Life Insurance Co., $843,926; No. 
West Utilities Co., $18,420; Oceanic Steam Navigation Co., 
Ltd., $247,374; Phil. Rapid Transit Co., $590,452; Royal 
Bank of Canada, $21,577; Singer Sewing Machine Co., 
$229,549 ; Swift & Co., $723,575; Travellers Insurance Company, 
$216,871; Theta Oil Company, $269,383; Union Castle Mail 
Steamship Co., Ltd., $73,501; Idaho Sugar Company, $255,917 ; 
United Cigar Stores Co. of America, $20,503; United States 
Distributing Corp., $23,186; Vaccaro Brothers & Co., New 
Orleans, $566,000; Westclox Company, $84,805; West 
Wheeled Scraper Co., $90,090; Williams Harvey Corp., 
$200,133; Woodward Iron Co., aoe $851,000; F. W. 
Woolworth Co., $637,961; William Wrigl ey, Jr., Co., $35,937 ; 
Willys-Overland Company, $242,540 ; olverine Petroleum 
Company, $95,727. 


a ¥ HE long debated question as to whether a state may 
impose an inheritance tax on the transfer by death of 
corporate stock of a domestic corporation owned by a 
nonresident decedent* was answered in the negative by 
the United States Supreme Court on January 4 in the case 
of the First National Bank of Boston, Executor of the Estate 
of Edward H. Haskell, Deceased v. State of Maine (Docket 
No. 171). Such stock was held to be subject to inheritance 
tax only in the state of the decedent’s domicile, and thereby 
the decision of the Supreme Court of Maine to the con- 
trary was reversed. 

The specific question presented to the United States Su- 
preme Court was whether the State of Maine has power 
under the Fourteenth Amendment to levy a death tax upon 
shares of stock in a Maine corporation, forming part of 
the estate of a decedent, who, at the time of his death, 
was domiciled in the Commonwealth of Massachusetts. 

Ownership of shares of a corporation by the stockholder, 
according to the majority opinion, is an incorporeal prop- 
erty right which attaches to the person of the owner in 
the state of his domicile, and the fact that the property 
is situated in another state affords no ground for the im- 
position, by that state, of a death tax upon the transfer of 
the stock. 

“A transfer from the dead to the living of any specific 
property is an event single in character and is effected 
under the laws, and occurs within the limits of a particular 
state; and it is unreasonable, and incompatible with a sound 
construction of the due process of law clause of the Four- 
teenth Amendment, to hold that jurisdiction to tax that 
event may be distributed among a number of states.” 

A dissenting opinion by Mr. Justice Stone, with which 
Mr. Justice Holmes and Mr. Justice Brandeis concur, con- 
cludes with the declaration that the “denial to Maine of 
power to tax transfers of shares of a non-resident stock- 
holder in its own corporation, in the face of the now ac- 
cepted doctrine that a transfer of his chattels, located there 
and equally under its control, Frick v. Pennsylvania, 268 
U. S. 473, 497, and that his rights as cestui que trust in a 
trust of property within the state, Safe Deposit & Trust 
Company v. Virginia, 280 U. S. 83, may be taxed there and 
not elsewhere, makes no such harmonious addition to a 
logical pattern of state taxing power as would warrant 
overturning an established system of taxation. The cap- 
ital objection to it is that the due process clause is made 
the basis for withholding from a state the power to tax 
interests subject to its control and benefited by its laws; 
such control and benefit are together the ultimate and 
indubitable justification of all taxation.” 


A* INCOME tax measure (H. R. 5821) to apply to resi- 
dents and businesses of the District of Columbia, in 
addition to the existing Federal income tax law, was passed 
unanimously by the House after several hours debate 
Dec. 16 and sent to the Senate. 

The bill, repealing certain provisions of law relating to 
taxation of intangible personal property, would levy an 
annual tax of 1 per cent of the net incomes of District of 
Columbia residents not exceeding $2,000; 1% per cent on 
between $2,000 and $5,000; 2 per cent between $5,000 
and $10,000; 2% per cent between $10,000 and $15,000; 

*In Farmers Loan & Trust Company v. Minnesota, 280 U. S. 204, 


it was held that the situs for death taxes on bonds was limited to 
the state of decedent’s domicile. 
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3 per cent between $15,000 and $20,000; 314 per cent 
between $20,000 and $30,000; 4 per cent between $30,000 
and $50,000; and 5 per cent in excess of $50,000. It 
also would impose a like tax on entire net income from all 
property owned and from every business, trade, profession 
or occupation carried on in the National Capital by persons 
not residents of the District. ~ 


RUSSELL S. WISE, Speaker of the House of Representa- 
tives of the State of New Jersey threatens to place the 
Legislature in a dilemma by the introduction of a bill pro- 
viding for a tax on “speakeasies.” In a statement relative 
to the proposed measure he said: 

“I know full well that under the prohibition law such 
places are not supposed to exist and that, therefore official 
cognizance can not be given them. But this is merely 
whistling as we pass the graveyard. They do exist. They 
are thriving and it seems to me that the least we can do 
is to force them to meet the tax burden in these trouble- 


some days, if we cannot eliminate them entirely from 
existence.” 


A® a result of the victory of the State of Ohio in the 
East Ohio Gas Company case, decided by the Supreme 
Court of the United States last May, back taxes totaling 
$1,676,885 have been paid to the state. The Supreme 
Court held that on gas or electricity brought from West 
Virginia and sold at retail in Ohio, Ohio had the right to 
levy a tax. A question now pending is whether the state 
can also levy a tax on gas or electricity coming from with- 
out the state which is sold at wholesale in Ohio. The 
Ohio Fuel Gas Company contends that both companies, 
the wholesaling and the retailing company, are not liable for 
the tax. A legal contest on this issue is in prospect. 


A NEW privilege tax law, enacted at the special session 
of the Legislature, becomes effective in the State of 
Tennessee as of January 1, 1932. The Act, known as the 
General Revenue Bill, broadens the scope of vocations, oc- 
cupations and businesses which are taxable as privileges 
and increases the tax rate on many occupations which were 
previously taxable. 

The new law lists 108 occupations which are declared 
to be state privileges, subject to tax at designated rates 
per annum. The taxes in most instances are payable to the 
County Court Clerk in the county where the occupation is 
pursued. 


—_—___-~ 


International Double Taxation 


(Continued from page 10) 


a fair and reasonable allocation as between different 
branches or units of an industry. 

The material is to be turned over to Professor Jones, who 
has undertaken to assist the committee by organizing and 
assembling the data and attempting to formulate whatever 
general conclusions the facts appear to justify. His study 
is expected to bring out some of the specific questions 
which must be met, and it may be necessary to seek further 
case material by a general appeal to the members of the 
Institute, or in some other manner. 

The results of the work of the Institute’s committee are 
intended to be made available in summarized form to ap- 
propriate committees of the International Chamber of 
Commerce and of the League of Nations, particularly in 
view of a report on this subject which the Fiscal Commit- 
tee of the League of Nations expects to present next 
Spring. 

Unless the plan of “separate accounting” is to be adopted, 
the alternative would probably be adoption of some more 
or less arbitrary methods of apportionment of earnings 
among branches of the company whose operations are con- 
ducted in more than one country, or some plan of reciprocal 
exemption among the different nations (such as that pro- 
vided by the so-called Hawley bill introduced in congress 
last year). 

Members of the Institute who are interested in the sub- 
ject are invited to submit to the committee, through the 
Secretary of the Institute, any case material involving 
problems of international double taxation which may be 
available from their own experience. 
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Board Decisions on Statute of Limitations 
(Continued from page 16) 


ment,” the tax may be assessed at any time prior 
to the expiration of the period agreed upon. 


Who Must Sign Corporation Income Tax Returns? 


Section 239 of the 1918 Act provides that returns 
must be signed by certain officers, including the 
Treasurer of the corporation. The Board, in Indiana 
Rolling Mills Company v. Com., 4489; 13 BTA 1141, 
held that the signature of the Vice President and an 
Assistant Secretary was a sufficient compliance with 
the statute. For a somewhat similar decision, see 
Edwin Schoettle Company v. Com., 4458; 13 BTA 950. 
See also J. F. Anderson Lumber Company v. Com., 
4879; 15 BTA 475, in which it was held that the 
signatures of the President and Secretary was a suf- 
ficient compliance. 


(Concluded in the February issue) 


Court Decisions 


Admission of Evidence—Review of Board Rulings Relat- 
ing Thereto.—Assignment of error “That the Board erred 
in rejecting certain evidence offered in proof of the case” 
held to be in violation of Rules 36* (sections 1 and 6) and 
11? of the United States Circuit Court of Appeals and to 
preserve nothing for review by the Court.—United States 
Circuit Court of Appeals, Eighth Circuit, in W. N. Robinson 
v. Commissioner of Internal Revenue. No. 9122, Nov. term, 
= —_— of Board of Tax Appeals, 18 BTA 703, 
affirmed. 


Affiliated Corporations—Losses from Liquidation of Sub- 
sidiary Company.—Where the evidence shows that the 
affiliation of two companies for 1918 (for which year a 
consolidated return was filed) was not broken by liquida- 
tion of the subsidiary company until after the close of the 
year, the Commissioner correctly disallowed claimed losses 
from liquidation, both as to an investment account and as 
to a loan account, as representing intercompany transac- 
tions.—United States District Court, No. District of New 
York, in Ludlow Valve Manufacturing Company v. Cyrus 
Durey, Collector. 

Affiliated companies having by writing agreed on the 
proportion of tax each company should pay, it is the duty 
of the taxing authorities to fix the liability of the several 
companies on the basis of such proportioning agreement.— 
United States Circuit Court of Appeals, Third Circuit, in 
Flannery Bolt Company v. Commissioner of Internal Revenue. 
J. Rogers Flannery & Company v. Commissioner of Internal 
Revenue. Vanadium Metals Company v. Commissioner of In- 
ternal Revenue. Nos. 4611-4613. Oct. term, 1931. The 
Court reversed and remanded the Board of Tax Appeals’ 
memorandum opinion of March 21, 1931, embodying its 
final determination pursuant to a former mandate of the 
Circuit Court of Appeals. 


Association Distinguished from Trust.—An organization 
formed by a declaration of trust, for the purpose of pur- 
chasing, subdividing, improving, and selling a large tract 
of land, the capital being divided into units of $1,000 each, 
distributed among the beneficiaries according to their in- 
vestment, is held to be an association taxable in 1928 as a 
corporation. “The trust was distinguishable from a simple 
trust by reason of the control exercised over matters of 
its management and business by the board of managers 
and beneficiaries and the evidence shows that the powers 
of the trust were actually exercised during 1928.” It is held 
that the regulations promulgated by the Commissioner and 
approved by reenactment of statutory provisions on which 
they are based require two tests: (1) whether the organi- 
zation was doing business in an organized capacity, and 





1 Rule 36 requires assignments of error to be separately stated and 
numbered, and that procedure in appeals from the Board shall be the 
same as in appeals from a district court in so far as applicable. 

2Rule 11 requires that assignments of error shall quote the full 
substance of the evidence admitted or rejected. 
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(2) “whether the beneficiaries have positive control over 
the trust.”—United States Circuit Court of Appeals, Ninth 
Circuit, in Trust No. 5833, Security-First National Bank of 
Los Angeles, Successor to Security Trust & Savings Bank, 
Trustee, v. Galen H. Welch, Collector—No. 6582. Decision 
of District Court, 50 Fed. (2d) 613, affirmed. 


Capital Expenditures.—Payment by a new corporation of 
assumed obligations of its predecessor are part of the cost 
to the new corporation of the assets and “constitute capital 
rather than business items.”—United States Circuit Court 
of Appeals, First Circuit, in Athol Manufacturing Company 
v. Commissioner of Internal Revenue. No. 2573, Oct. term, 
1931. Decision of Board of Tax Appeals, 22 BTA 105, 
affirmed. 


Contributions, Deductible—Contributions by an _ indi- 
vidual in 1924 to the Gimbel Brothers Foundation of Phila- 
delphia whose dominant purpose is the granting of pensions, 
other objects, such as carrying life insurance of employees, 
extension of relief, and educational scholarships, being in- 
cidental, are held deductible as contributions to a founda- 
tion “organized and operated exclusively for charitable 
and educational purposes within the Revenue Act of 1924.” 
—United States Circuit Court of Appeals, Third Circuit in 
Ellis A. Gimbel v. Commissioner of Internal Revenue. Bene- 
dict Gimbel, Jr., v. Commissioner of Internal Revenue. Charles 
Gimbel v. Commissioner of Internal Revenue. Nos. 4599-4601. 
Oct. term, 1931. Decision of Board of Tax Appeals, 20 BTA 
213, reversed. 


Corporation Distributions.—Withdrawals charged against 
the taxpayer’s account by a corporation of which he owned 
all the stock except qualifying shares, are held to have been 
dividends where there was no evidence of any intention of 
repayment to the corporation, although no dividend declara- 
tions had been made. The taxpayer is taxable for 1921 on 
his withdrawals for that year, including $125,000 cash re- 
ceived by his corporation, a California corporation, from a 
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new Delaware corporation organized to take over part of 
the assets of the California corporation, and including 
$25,000 which the Delaware corporation paid to the Cali- 
fornia corporation in retirement of preferred stock. Both 
checks were transferred to the taxpayer by the California 
corporation. The payments represented ordinary dividends 
and not liquidating dividends, since the California company 
was never dissolved but is still in existence and owns the 
assets which were not transferred to the Delaware cor- 
poration. He is not taxable in 1921 on the accumulated 
withdrawals of prior years which had been charged against 
his account. The Commissioner’s determination that he 
also received a dividend of $12,093.46, representing a cash 
adjustment made by the Delaware company to the Cali- 
fornia company for goods ordered and paid for by the 
latter before the transfer but received and transferred to 
the Delaware corporation after the transfer, was not over- 
come by the evidence.—Court of Appeals of the District of 
Columbia in L. J. Christopher v. David Burnet, Commmis- 
sioner of Internal Revenue. No. 5234. Decision of Board 
of Tax Appeals, 13 BTA 729, affirmed. 


Counterclaim by Government to Suit for Recovery of 
Taxes.—Amount of a counterclaim due the United States 
on account of advances made to a contractor on Govern- 
ment contracts later cancelled is determined from all the 
conflicting evidence furnished. Some items not satisfac- 
torily proven are allowed in favor of the contractor, since 
the burden of proof is on the Government in a counter- 
claim to a suit by the taxpayer for recovery of taxes. 

No interest is allowable on overpayments of taxes deter- 
mined under the 1921 Act where the original payments 
were not made under protest or pursuant to an additional 
assessment and no claims for refund were ever filed. Inter- 
est is allowed on a counterclaim of the Government, which 
exceeds the amount of the overpayment of taxes, on the 
total amount of the counterclaim to the dates of the tax 
overpayments, and on the net excess from the date of the 
last tax overpayment to the date of the judgment herein.— 
Court of Claims of the United States in John M. Enright 
and Andrew Fletcher, Jr., as Receivers of W. A. Fletcher 
Company v. The United States. No. E-612 


Where one corporation, in existence throughout 1918, 
and actively engaged in business during the first six months 
thereof, organized another corporation and acquired all its 
assets and assumed all its liabilities on June 29, 1918, when 
it acquired all of the second corporation’s shares in ex- 
change for its own shares, and for the rest of the year 
operated the business of the second corporation, as single 
consolidated return reporting all the income of the two 
corporations during 1918 might be filed. “The regulation 
(Art. 634 of Reg. 62) certainly countenances, if it does not 
prescribe, a single return, whenever an affiliate comes in 
during the year.’-—United States Circuit Court of Appeals, 
Second Circuit, in American Paper Exports, Inc., and United 
States Paper Exports Association v. Frank C. Bowers, as 
Executor of the Estate of Frank K. Bowers, deceased. Deci- 
sion of lower court affirmed. 


On the strength of the Bureau’s ruling in 1922 that two 
corporations were not affiliated for 1921, separate returns 
were filed for 1922. Although the Bureau later ruled that 
the corporations were affliated in 1921, it is held that there 
was a valid election to file separate returns in 1922. The 
Bureau’s action with respect to 1921 did not amount to a 
deprivation of the taxpayer’s right of an election for 1922— 
Court of Appeals of the District of Columbia in Radiant 
Glass Company v. David Burnet, Commissioner of Internal 
Revenue. No. 5147. Decision of Board of Tax Appeals, 
16 BTA 610, affirmed. 


Affiliation of the petitioner with the “Simmons Com- 
panies” during 1921, 1922, and 1923 is denied, where the 
latter companies owned 70 per cent of the petitioner’s stock 
and had an option to purchase 25 per cent from a certain 
individual stockholder, upon the exercise of which option 
the individual had a cross-option to purchase within 30 days 
thereafter all the shares of the petitioner. The “Simmons 
Companies” did not have the “legally enforceable control” 
contemplated by the statute over the 25 per cent stock 
covered by the option —United States Circuit Court of Ap- 
peals, Second Circuit, in Commissioner of Internal Revenue 
v. Walden Knife Company. Decision of Board of Tax Ap- 
peals, 17 BTA 1236, reversed. 


January, 1932 


Deductions from Gross Income.—Deduction of accrued 
taxes paid by the lessor of a hotel is disallowed as a loss 
or other deduction for 1922, where it is shown that the 
leasehold agreement did not ‘provide for such payment but 
for additional rental for the use of additional improvements 
at the rate of 10 per cent of the cost per annum, and that 
the taxes for 1922 were in excess of the rental actually due 
and paid at the termination of the lease by sale of the 
property in December, 1922.—United States Circuit Court 
of Appeals, Eighth Circuit, in HW”. N. Robinson v. Commis- 
stoner of Internal Revenue. No. 9122, Nov. term, 1931. 


Dividends.—Dividend declared on December 26, 1924, by 
a resolution stating, “Checks for same to be mailed Decem- 
ber 31, 1924,” was not income for 1924 as to a taxpayer 
on the cash basis who did not receive the check in due 
course until January 2, 1925.—United States Circuit Court 
of Appeals, First Circuit, in Commissioner of Internal Rev- 
enue v. Cecil QO. Adams. No. 2563. Oct. term, 1931. Deci- 
sion of Board of Tax Appeals, 20 BTA 243, affirmed. 


Evasion of Income Tax.—Finding and judgment of trial 
court is affirmed covering conviction for willful attempt to 
evade and defeat the income tax and for willful failure to 
make an income tax return. “Indictments similar to those 
in this case have recently been upheld in this court. The 
legality of sentences similar to those imposed in this case, 
and the manner in which such sentences were fixed have 
also been before this court in recent cases, and their validity 
has been upheld.”—United States Circuit Court of Appeals, 
Seventh Circuit, in Gene G. Oliver v. United States of 
America. No. 4546. Oct. term and session, 1931. Decision 
of District Court affirmed. 


Excise Taxes.—Excise tax paid under Section 905 of 
the 1921 Act on flat silverware should be —— with 
interest on authority of Marshall Field & Co..v. U. S., 71 
Ct. Cls. 531.—Court of Claims of the "United States in 
Carson Pirie Scott & Company v. The United States. 
No. L-334. 


Excise taxes paid under the 1918 and 1921 Acts on tele- 
graphic messages transmitted by the Western Union 
Telegraph Company under a contract for mutual exchange 
of services, providing for no exchange of money, the tele- 
graph company agreeing to give plaintiff freight business 
which at tariff rates would equal 55.47 per cent of the com- 
mercial day rate of the telegraph business given by 
plaintiff, with no charge for excess telegraph business, will 
not be refunded. In view of the specific provisions of the 
regulations, the tax was properly assessed on the full com- 
mercial rate for telegraph services, rather than at 55.47 
per cent of such rate.—Court of Claims of the United States 
in Erie Railroad Company v. The United States. No. K-547. 

Excise tax on automobile chassis and bodies under Sec- 
tion 600 of the 1926 Act was not due from a company 
engaged in the sale and distribution of taxicabs by reason 
of a contract entered into with an automobile company 
under which the latter was to manufacture for the former 
500 taxicabs to be built according to specifications. “The 
contract, being one of purchase and sale, can not be held 
for taxation purposes to constitute the purchaser a producer 
or manufacturer of the taxicabs.”—District Court of the 
United States, No. Dist. of Ohio, Eastern Div., in DeWeese 
Corporation, a Delaware Corporation, formerly The Saf-T-Cab 
Corporation, v. United States of America. At Law 
No. 16494. 


False and Fraudulent Returns, Penalties—Penalty im- 
posed by the 1917 Act for filing a false or fraudulent return 
may not be collected where there has been no conviction 
of the offense for which the penalty is imposed.—District 
Court of the United States, District of Montana, in Bateman- 
Switzer Company, a Corporation, v. W.C. Whaley as Collec- 
tor of Internal Revenue of the United States for the District 
of Montana, and the United States of America. 

Where a defendant in a criminal case pleaded guilty to 
having wilfully and knowingly attempted to evade the pay- 
ment of income taxes due for the year 1926, it is held that 
a reasonable sentence is a fine of $1,000 and imprisoned 
for nine months in jail. The defendant agreed to pay addi- 
tional taxes determined by the Commissioner for the years 
1925 to 1929 in the amount of approximately $200,000 cov- 
ering income from a gambling house, and in writing to 
plead guilty as above. He was 63 years of age. The 
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offense itself was not accompanied with incidental aggra- 
vations. “The defendant’s appearance is unostentatious; 
his manner of living is apparently modest and, apart from 
his admittedly illegal business activities, probably other- 
wise exemplary.” ‘The main object of criminal punishment 
being, so far as possible, to prevent further crime, the re- 
quest for a fine without imprisonment is denied.—District 
Court of the United States, District of Maryland, in United 
States of America v. James A. La Fontaine. No. 15473. 
Criminal Docket. 

Trial court’s judgment is affirmed sentencing a defendant 
to two years in the penitentiary and imposing a fine of 
$7,500 on both of counts one and two, and a year and a day 
in the penitentiary and a fine of $2,500 on count three, the 
sentences to be served consecutively and to be cumulative. 
The counts were in an indictment charging wilful attempts 
to defeat and evade income taxes in the amount of some 
$226,000 on taxable income of some $1,035,000 for the years 
1927 to 1929. The indictment is held property drawn under 
Section 1266, 26 U. S. C. A.—United States Circuit Court 
of Appeals, Seventh Circuit, in Jack Guzik v. United States 
of America. No. 4533, Oct. term, 1931. Decision of lower 
court affirmed. 


Federal Estate Tax.—Gross estate of a decedent who 
died in 1924 included the value of property transferred as 
Christmas gifts within two years of his death at the age 
of 68. It is held that the gifts were made “in contemplation 
of death” on the evidence, including his age, the fact that 
he was seriously ill, and the fact that a letter concerning 
one of the gifts indicated that he had in mind a partial distri- 
bution in view of his death. It is therefore unnecessary to pass 
upon the validity of the two-year presumption of the statute. 

Board’s valuation of certain gifts is approved, the evi- 
dence being in conflict. “In this situation we are not at 
liberty to disturb the determination of the Board.” 

Value of Missouri real estate transferred by the decedent 
should not be included in his gross estate, the Commis- 
sioner having conceded that it should be excluded, under 
the authority of Crooks v. Harrelson, 282 U. S. 55. United 
States Circuit Court of Appeals, Eighth Circuit, in Clarence 
A. and Marshall S. Neal, Executors et al. v. Commissioner of 
Internal Revenue. No. 9062. Nov. term, 1931. Decision of 
Board of Tax Appeals, 16 BTA 1058, affirmed. Board 
instructed to eliminate from property subject to estate tax 
the item of real estate in Missouri. 

On motion for new trial, previous decision is affirmed, 
to the effect that the value of real estate transferred by 
the decedent to a trustee in August, 1919, two months be- 
fore his death at the age of 71 was not part of his gross 
estate, the transfer being held not to have been one made 

“in contemplation of death.’ The real estate was situated 
in New York and the decedent, a British citizen, resided 
in London, and the evidence established that the dominat- 
ing motive in making the transfer was to avoid double tax- 
ation in addition to securing for himself a tax-free annuity 
of $300,000; and that although his health was bad for some 
time before his death, his death was unexpected by himself 
and by his doctors, resulting from the rupture of a varicose 
vein in the stomach. —United States District Court, South- 
ern District of New York, in The Farmers’ Loan and Trust 
Company, etc. v. Frank Collia Bowers, as Executor, etc. 

Wife’s interest in community property in New Mexico 
held not part of her gross estate under the 1921 Act. (From 
the opinion:) “We do not hold that Congress could not 
impose a tax on the privilege of the passing to the husband 
of definite and important accessions to his property rights 
in the whole community estate on the death of the wife, 
of which her death is the generating source, but we hold 
that it has not done so.” Under the New Mexico com- 
munity property law the interest of the wife is distinct 
from that of the husband, and while a tax may occur on 
his estate, no tax may be imposed on the decedent wife’s 
estate because of her interest in the community property, 
the State law providing that the wife’s vested interest 
ceases at her death and that thereafter the whole estate 
by virtue of the community relation belongs to the husband. 

The interest of a decedent spouse in community property 
is not to be included in the gross estate either as an inter- 
est in dower or curtesy or as an estate in lieu thereof, or 
as a joint interest—United States District Court of Ap- 
peals, Tenth Circuit, in B. C. Hernandez, Collector, v. John 
Becker, No. 465. Sept. term, 1931. 
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A gift iter vivos is not complete unless title, possession, 
and control pass absolutely from the donor, and, although 
trust agreements may have been predicated on the express 
desire of the decedent to give certain securities to his wife, 
if the intent is manifest from the language used that such 
gifts are made, and to be effective only, on the condition 
that she survives him, the transfer is not a gift inter vivos, 
and must be construed as a transfer intended to take effect 
in possession or enjoyment at or after death, subject to 
the estate tax, under the 1924 Act.—Court of Claims of 
the United States in Union Trust Company of Detroit, Michi- 
gan, Trustee under the Will of Deming Jarvis, Deceased, v. 
The United States. No. J-575. 


Section 302 (c) of the 1926 Act, providing that transfers 
made within two years of death “shall be deemed and held 
to have been made in contemplation of death,” is uncon- 
stitutional—United States Circuit Court of Appeals, Second 
Circuit, in Harold K. Guinzburg and Leonie K. Guinzburg, as 
Executors of the Last Will and Testament of Henry A. Guinz- 
burg and Harold K. Guinzburg, v. Charles W. Anderson, as 


Collector of Internal Revenue. me Seclahets of lower court af- 
firmed. 


Maryland real estate belonging to the decedent, a resi- 
dent of Maryland, was not part of his gross estate at his 
death in 1923 because under the Maryland law it was not 
subject to the payment of the expenses of administration of 
his estate within section 402 (a) of the 1921 Act, following 
Crooks v. Harrelson, 282 U. S. 55, covering a Missouri estate. 
“I find no substantial difference between this Maryland 
statute [Act of 1785, Chap. 72, Sec. 5, which as amended 
is codified in Art. 16, Sec. 233 of the Maryland Code], as 
construed and applied by the Maryland Court of Appeals, 
and the Missouri statute, as construed * * * in the Harrel- 
son case, 35 Fed. (2d) 416, 418, 419.” District Court of the 
United States, District of Maryland, in Safe Deposit and 
Trust Company of Baltimore, Executor of Thomas H. Bowles, 
Deceased, v. Galen L. Tait, Collector. At Law No. 4651. 


Corporate stock that was transferred to the decedent’s 
wife in December, 1920, by the decedent, a resident of 
Maryland, while he was non compos mentis was not part of 
his gross estate upom his death on July 24, 1923. Under 
the Maryland law contracts and conveyances entered into 
by persons non compos mentis, before adjudication and not 
under guardianship (as in this case), are merely voidable 
and not void. Even if the property is “subject to the pay- 
ment of charges against the decedent’s estate,” it is not 
taxable because it was not also subject to the expenses of 
administration and to distribution as a part of his estate 
within section 402 (a) of the 1921 Act, inasmuch as neither 
the decedent during his lifetime, nor his personal represen- 
tatives after his death, challenged the conveyance. The 
property conveyed “could have been made a part of his 
estate only by a successful direct proceeding brought by 
the executor against Mrs. Bowles who claims it in her 
own right adversely to the executor. And to hold that 
for estate tax purposes it is to be included in the estate is 
to advance the proposition that the conveyance can be 
collaterally attacked. It has been held that conveyances by 
persons non compos mentis are not subject to collateral 
attack.” The contention that the right of a lunatic to avoid 
the conveyance made the conveyance one that did not take 
effect until death is held to be without merit.—District 
Court of the United States, District of Maryland, in Safe 
Deposit and Trust Company of Baltimore, Executor of Thomas 
H. Bowles, Deceased, v. Galen L. Tait, Collector. At Law 
No. 4487. 


Insurance Renewal Commissions, Assignment of.— 
Amounts received in 1923-1925 by petitioner’s wife under 
instruments executed by him in 1915 assigning to her one- 
third of certain renewal commissions then due and which 
might thereafter accrue to him on insurance business 
obtained by him are held taxable to the petitioner, inas- 
much as the contract between the petitioner and the in- 
surance company, which gave the right, if any, to the 
renewal commissions was never assigned to the petitioner’s 
wife, and inasmuch as the renewal commissions assigned 
to the wife did not constitute a property right in praesent. 
United States Circuit Court of Appeals, Seventh Circuit, 
in L. Brackett Bishop v. Commissioner of Internal Revenue. 
No. 4517, Oct. term, 1931. Decision of Board of Tax 
Appeals, 19 BTA 1108, affirmed. 
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Inventory Valuations.——Board of Tax Appeals finding 
that the petitioner’s closing inventory for 1918 should not 
be reduced on account of alleged rotten and valueless 
lumber discovered during the year is held warranted on 
the evidence which the Board held did not show that such 
lumber had been included.—United States Circuit Court of 
Appeals, Seventh Circuit, in Hutchins Lumber & Storage Co. 
v. Commissioner of Internal Revenue. No. 4534, Oct. term 


and session, 1931. Decision of Board of Tax Appeals, 13 
BTA 956, affirmed. 


Jurisdiction of the Board of Tax Appeals.—Board of Tax 
Appeals erred in denying jurisdiction in a proceeding 
brought by a trustee corporation which filed a fiduciary 
return for 1922 and was liable thereon, even though the 
deficiency notice was mailed to the beneficiary and referred 
throughout to the deficiency as that of the beneficiary, 
where the notice was not only received by the taxpayer 
but it apparently was fully understood as referring to the 
liability of the trustee for the beneficiary. “The appearance 
here before the Board of Tax Appeals was general, not 
special, and the respondent waived any defect in the notice 
by invoking the jurisdiction of the Board of Tax Appeals.” 
—United States Circuit Court of Appeals, Second Circuit, 
in Commissioner of Internal Revenue v. The New York Trust 
Company, Trustee under Trust Indenture, Dated December 24, 
1921, by and between Conrad Henry Matthiessen and said The 
New York Trust Company. Decision of Board of Tax Ap- 
peals, 20 BTA 162, reversed. 

Board of Tax Appeals did not have jurisdiction as to an 
appeal covering asserted 1924 and 1925 deficiencies against 
a New York incompetent after his death, the petition being 
filed by his former committee. “Whether the deficiency 
letter may be deemed a valid notice to the taxpayer (the 
incompetent) at his last known address, within Sec- 
tion 281 (d) [of the 1926 Act], we need not consider. If it 
was, the executor or administrator should have petitioned 
for review. The committee’s powers as fiduciaries had 
ceased by local law and not being within Section 281 (a) 
they had no right to apply to the Board.”—United States 
Circuit Court of Appeals, Second Circuit, in Committee of 
the Estate of Julius Liberman, Incompetent, Named Herein 
as Committee of the Estate of Julius Lieberman, Incompetent, 
v. Commissioner of Internal Revenue. Decision of Board of 
Tax Appeals, 20 BTA 313, reversed. 


Leases—Inclusion as Paid-in Surplus—Depreciation.—A 
lease negotiated for by the incorporators of a corporation 
and entered into after formation of the corporation can not 
be included as paid-in surplus where the evidence does not 
establish that anything of value was paid in to the corpora- 
tion in connection with the lease. 

No annual deduction for depreciation of a lease entered 
into subsequent to February 28, 1913, can be allowed where 
no cost basis can be established—United States Circuit 
Court of Appeals, Third Circuit in Kaufmann and Baer 
Company v. D. B. Heiner, Collector of Internal Revenue for 
the Twenty-third District of Pennsylvania. Kaufmann and 
Baer Company v. C. G. Lewellyn, formerly Collector of Inter- 
nal Revenue for the Twenty-third District of Pennsylvania. 
Nos. 4417, 4418, Oct. term, 1931. [Syllabus prepared from 
District Court decision, which was affirmed.] 


Massachusetts Real Estate Trust—Tax Status.—Massa- 
chusetts real estate trust is held taxable as a trust for 1925, 
1926, and 1927, where the single purpose of the trust was 
to acquire a single piece of real estate although the articles 
of agreement provided that the trustees might purchase 
other property, a provision that “may be ascribed to the 
caution of counsel to take care of the unforeseen and un- 
foreseeable.” “In short, the investment was one which 
provided with reasonable certainty for a sure and fixed 
income without either care or supervision.” This plan was 
never departed from, save once when $5,000 of the income 
was invested in bonds for the purpose of making more cer- 
tain the said income. The trustees met occasionally to 
consider the value of the property and its possible disposi- 
tion, as well as for the declaration of dividends from 
income. They had no other activities and no other officers. 
—United States Circuit Court of Appeals, Seventh Circuit, 
in Russell Tyson and Allen G. Mills as Surviving Trustees of 
the Zenith Real Estate Trust v. Commissioner of Internal 
Revenue. No. 4559, Oct. term, 1931. Decision of Board of 
Tax Appeals, 20 BTA 597; reversed. 
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Net loss deduction is denied for 1924 where the losses 
were sustained in 1922 and 1923 by the petitioner’s pred- 
ecessor company. The two corporations, although in- 
corporated in the same State were distinct legal entities.— 
United States Circuit Court of Appeals, First ‘Circuit, in 
Athol Manufacturing Company v. Commissioner of Internal 
Revenue. No. 2573. Oct. term, 1931. Decision of Board of 
Tax Appeals, 22 BTA 105, affirmed. 


Oklahoma School Land Leases, Income from.—Income 
received in 1917, 1918 and 1919 by the lessee of Oklahoma 
school lands is not taxable, following Coronado Oil & Gas 
Co. v. Burnet, 50 Fed. (2d) 998. However, profits derived 
in 1918 and 1919 from the sales of such leases were taxable, 
in line with Willcuts v. Bunn, 282 U. S. 216, holding that 
profit from sale of State or municipal bonds is taxable.— 
Court of Claims of the United States in Ernest Whitworth 
Marland v. The United States. No. K-322. 


Statute of Limitations.—Suit for recovery of 1922 taxes 
is not timely if instituted more than five years after pay- 
ment of the taxes although two timely refund claims had 
been filed, the Commissioner never having acted upon the 
second claim. In his action on the first claim the Com- 
missioner allowed the adjustment contended for by the 
taxpayer but increased the income by another item, re- 
funding only the balance due. A second timely claim was 
filed based on the increase in income made by the Com- 
missioner in his action on the first claim. It may not be 
said that the Commissioner, in his action on the first claim, 
allowed the refund in the full amount claimed and deter- 
mined an additional tax at the same time for the same year 
which was paid by crediting it against the total refund 
claimed. The time of payment dates back to the original 
payments of the tax, no additional amounts ever having 
been paid.—Court of Claims of the United States in /Ilinots 
Terminal Company v. The United States. No. M-75. 


Stock—Sale of Unidentified Lots of Stock—Basis for De- 
termining Gain or Loss.—Sales in 1925 of unidentified lots 
of stock acquired in 1924 and 1925 are deemed to be sales 
of the stock first acquired by an individual engaged in buy- 
ing and selling on margin, where he never had possession 
of any particular shares and no certificates were issued in 
his name. “The rule [as laid down in Article 39 of Regula- 
tions 69] is an arbitrary one, as from the very nature of 
the case it must be; yet, again from the nature of the 
case, it is reasonable.”—United States -Circuit Court of 
Appeals, Third Circuit, in John A. Snyder v. Commissioner 
of Internal Revenue. No. 4690. Oct. term, 1931. Decision 
of Board of Tax Appeals, 20 BTA 778, affirmed. 


Stock Surrendered for Pro Rata Share of Surplus—Char- 
acter of Transaction for Tax Purposes.—Surrender of 
shares of stock by the stockholders in exchange for a 
pro rata share of the distributable surplus, although not in 
complete liquidation of a corporation, nevertheless repre- 
sented liquidating dividends rather than a sale of the shares 
by the stockholders. Therefore, under the 1921 Act, Sec- 
tion 201 relative to distributions by corporations is appli- 
cable. These distributions are to be considered as paid 
first from the earnings or profits accumulated since Febru- 
ary 28, 1913, second, from earnings or profits prior to that 
time and third, from capital, reducing the basis of the 
stock.—United States Circuit Court of Appeals, Seventh 
Circuit, in Martha Briggs Phelps, Executrix of the Estate of 
W. L. Phelps, v. Commissioner of Internal Revenue. The 
Northern Trust Company, Trustee under the will of Clinton 
Briggs v. Commissioner of Internal Revenue. Martha Briggs 
Phelps v. Commissioner of Internal Revenue. Decision of 
Board of Tax Appeals, 20 BTA 866, affirmed. 

Waivers.—Pursuant to stipulation of the parties, the 
judgment of the District Court is affirmed in part and 
reversed in part. The lower court held that waivers of 
the statutory collection period of separate liabilities for 
taxes of a husband and his wife, and bonds for the taxes, 
executed by the husband for himself and his wife after 
the statutory period, were invalid because they were 
obtained under duress. The Collector had threatened dis- 
traint of the property unless payment should be made 
within a certain time. Since the papers were held to be 


invalid, it was held that the taxpayers could recover. The 
Circuit Court affirmed the judgment insofar as the tax of 
the wife was concerned but reversed the judgment for the 
husband.—United States Circuit Court of Appeals, Fifth 
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Circuit, in George C. Hopkins, Collector of Internal Revenue, 
v. W. D. Cline and Ella Pipes Cline. No. 6294. Decision of 
District Court reversed in part and cause remanded to the 
lower court for further proceedings. 


The Effect of State Laws on Federal Tax Laws 
(Continued from page 11) 


of the federal estate tax act. (Girard Trust Co. v. 
McCaughn, 3 Fed. (2d) 618.) 


It has been argued that to recognize the divergent 
state laws would violate the uniformity provision of 
the Constitution; but the courts have answered this 
contention by saying that the uniformity prescribed 
was a geographical uniformity and not that the act 
should apply uniformly to all taxpayers. “All that 
the Constitution requires is that the law shall be uni- 
form in the sense that by its provisions the rule of 
liability shall be alike in all parts of the United 
States.” (Florida v. Mellon, 273 U.S. 12.) Also see 
= Knowlton v. Moore, 178 U. S. 41. 


In general it may be said that where Congress 
does not manifest a contrary intent, state laws con- 
trol as to the sale, descent and title to property gen- 
erally. This would include the construction of wills, 
deeds, leases, mortgages, etc., and the rights of the 
various parties thereunder. (25 C. J. 839; 27 R.C. L. 
51.) ; but where a different intent is manifested, the 
Congressional mandate is to be followed, unless a 
constitutional question is involved. (Burk-Waggoner 
Oil Assn. v. Hopkins, 269 U.S. 110; Tyler v. United 
States, 281 U.S. 497.) 
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Significant Decisions of the Board 
of Tax Appeals 


Bonds, Retirement Below Issuing Price.—If a corpora- 
tion purchases and retires any of its bonds at a price less 
than the issuing price, the excess of the issuing price over 
the purchase price is gain or income for the taxable year. 


Where a taxpayer keeping its books on an accrual basis, 
acquired certain of its own bonds with interest coupons 
attached thereto, the excess of the face value of the cou- 
pons over the amount paid for them is taxable as income.— 
Consoliaated Gas Company of the City of Pittsburgh v. Com- 
missioner, Dec. 7293 [C. C. H.], Docket No. 29050. 


Federal Estate Tax.—l. Where the executor of an estate 
who is the residuary legatee and has in his possession the 
bulk of the devised property has been discharged and there- 
after receives a deficiency notice and files a petition for the 
redetermination of the asserted deficiency, all the require- 
ments of Section 308 (a) of the Revenue Acts of 1924 and 
1926 have been satisfied and the Board of Tax Appeals 
has jurisdiction. 

2. Decedent’s interest to the extent of one-half of its 
value in a joint tenancy held properly included in her gross 
estate for Federal tax purposes, under Section 402 (d) of 
the 1921 Act.—Charles Hallock Whitehead, Executor of the 
Estate of Mary Heaton Whitehead, v. Commissioner. Dec. 
7326 [C. C. H.], Docket No. 32062. 


1. Where a husband and wife are domiciled in California 
and the wife acquires property by gift, bequest, devise, or 
descent, such property, with the rents, issues, and profits 
thereof, is her separate property, and where it appears that 
she turned over to her husband for investment certain sums 
inherited by her, which property was managed by him 
during his lifetime, such property should not be included 
in his gross estate for the purposes of the Federal es- 
tate tax. 


2. The evidence presented in this case being insufficient 
to show that the other property to which the decedent held 
title at the time of his death was jointly owned by the 
decedent and his wife, residents of California, held, the 
property was properly reported by the executors as com- 
munity property and the interest therein of the surviving 
wife is subject to the Federal estate tax imposed by the 
Revenue Act of 1921.—Paul F. Hill, Raymond C. Hill, Frank 
C. Hill and Ada M. Hill, Executors, Estate of D. F. Hill, 
Deceased v. Commissioner. Dec. 7333 [C. C. H.], Docket 
No. 29399. Lansdon, Murdock and Seawell dissent. 


Insurance Companies, Taxation of.—Petitioner, a mutual 
fire insurance company, assessing its members for deposits 
to provide for losses and expenses and subject to taxes 
imposed by Sections 230 of the Revenue Acts of 1924 and 
1926, received in the taxable years 1924 to 1927, inclusive, 
certain amounts from such assessments, which amounts 
were retained, all losses and expenses being met each year 
out of other income. The premium deposits retained were 
not otherwise allowed as deductions in the taxable years. 
Held, that all the requirements of Sections 234 (a) (11) 
of the Revenue Acts of 1924 and 1926 are met, and that 
the deduction of the premium deposits for the several years, 
as claimed by petitioner, is allowable—Mutual Assurance 
Society of Virginia v. Commissioner. Dec. 7328 [C. C. H.], 
Docket No. 43911. 


Losses.—Petitioners sustained in 1927 losses by reason 
of stock owned by them in a corporation becoming worth- 
less due to its liquidation in bankruptcy, all assets being 
distributed to creditors. Held, that the loss sustained by 
each can not be deemed to be upon an exchange of the 
stock within the purview of Section 201 (c) of the Revenue 
Act of 1926, and consequently is not a capital loss within 
the meaning of Section 208 of that act—Mont S. Echols v. 
Commissioner. |’. J. Echols, Jr.. v. Commissioner. W. J. 
Echols v. Commissioner. Fannie Echols v. Commissioner. 
Elizabeth E. Cravens v. Commissioner. Dec. 7331 [C. C. H.], 
Docket Nos. 45231-45235. 


Net Losses.—In 1923 the petitioner sold to outside inter- 
ests its stockholdings in a corporation that prior to, but 
not during, 1923 was affiliated with the petitioner. Upon 
the consolidated returns for such prior years the net in- 
come of petitioner had beén offset by the net losses of the 
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affiliated company. Held, that the loss sustained by the 
petitioner upon the sale of the stock in 1923 is not affected 
by the net losses of the affiliated company during the 
period of affiliation—Roy & Titcomb, Inc. v. Commissioner, 
Dec. 7302 [C. C. H.], Docket No. 29138. 


Partnership Income.—Amonnts paid by the petitioners to 
a retiring member of a partnership of which they also were 
members in settlement of a claim made by him for payment 
for his share or interest in the partnership goodwill held 
to be capital expenditures and as such not allowable deduc- 
tions in determining taxable net income.—Arthur P. Wil- 
liams v. Commissioner. William L. Juhring v. Commissioner. 
Dec. 7321 [C. C. H.], Docket Nos. 37554, 37555. 


Tax Status of Fixed Investment Trusts 
(Continued from page 7) 


Of course, a conclusion so reached would be 
premised upon the two rulings by the Unit. Whether 
these rulings are sound, whether they will be ad- 
hered to by the Unit as time goes on, whether they 
will be sustained, if adhered to, by superior tax 
authorities, such as the Board of Tax Appeals, or 
the Courts, will not, and to some extent obviously 
cannot, be considered. 


The whole subject is far from certain. To the 
contrary, it is still a wide open one. Although 1] 
know of no rulings or decisions on fixed investment 
trusts, other than here referred to, there are decisions 
on associations and trusts generally, that make the 
question a very close one. It is reasonable to expect, 
therefore, that border-line cases will in time provide 
a source for decisions, as a result of which greater 
clarification will be secured. I believe that the Unit 
itself would care to see its determination appealed 
from, where it holds a fixed investment trust to be 
an association in a border-line case, in order that a 
body of law on the subject may be developed. 


Rulings of the Bureau of Internal Revenue 


Community Income—California.— Under Section 161 (a) 
of the Civil Code of California, which became effective 
July 29, 1927, a husband’s earnings in California constitute 
community income. An agreement between husband and 
wife domiciled in California, executed August 1, 1927, which 
provides that the husband’s personal earnings and salary 
are his separate property and income, is not effective to 
preclude the taxation of his salary as community income.— 


G. C. M. 9938: X-49-5309 (p. 2). 


Consolidated Returns.—The consolidated return filed 
for 1929 and each subsequent taxable year by the parent 
corporation on Form 1120 should be accompanied by a 
Form 1122 filed by its subsidiary, and the subsidiary should 
also file Form 1122 each taxable year in the office of the 
collector for the district prescribed for the filing of separate 
returns by the subsidiary.—I. T. 2607: X-50-5316 (p. 2). 


Documentary Stamp Tax.—While stock held by a broker 
for the account of a customer may be transferred to a 
second broker on the written direction of the customer 
without tax, transfer from the name of Broker B to a bank, 
to the bank’s nominee, or to the name of Broker C will 
incur transfer tax liability. 


[Following is copy of letter signed by R. M. Estes, 
Deputy Commissioner and dated Nov ember 23, 1931, con- 
taining ruling summarized above. ] 


“Receipt is acknowledged of your letter of November 6, 
1931, requesting a ruling as to the documentary stamp tax 
liability incurred under the following circumstances: 

“You state that when stock is purchased for the account 
of the purchaser by Broker B, it is transferred to the 
broker’s name in order that dividends and notices may 
be received by Broker B, If at a later date the purchaser 
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wishes the stock to be registered in the purchaser’s name, 





Broker B uses a completion of purchase exemption certifi- 
cate, and the stock is transferred tax free. Sometimes, 
however, the purchaser may request Broker B to deliver 
the stock to another broker, C, or to a bank for the account 
of the purchaser, and Broker B sends the stock to Broker. C 
or to the bank, registered in the name of Broker B. 
3roker C, or the bank, as the case may be, upon receiving 
the stock, wishes to have the same registered in the name 
of its nominee. You ask, would the transfer of the stock 
into the name of the nominee of either Broker C or of the 
bank for the account of the original purchaser be exempt 
from tax if Broker B stamps the stock certificate with a 
completion of purchase exemption certificate? 

“In reply you are advised that the exemption certificate 
may be used only in effecting the transfer of the stock 
from the name of Broker B to his customer. While the 
Bureau has ruled that stock held by a broker for the ac- 
count of the customer may be transferred to a second 
broker on the written direction of the customer without 
the payment of transfer tax, the transfer of stock from the 
name of Broker B to a bank, to the bank’s nominee, or 
to the name of the nominee of Broker C, will incur transfer 
tax liability under the provisions of Schedule A-3, Title 
VIII, of the Revenue Act of 1926, as amended.” Ref. 
MT-M-EHW. 


Information Return—Ownership Certificate (Form 1001). 
—The name of the fiduciary should be disclosed on an 
ownership, Form 1001, as well as the name of the estate 
or trust.— 

Advice is requested whether the name of the fiduciary 
should be disclosed on an ownership certificate, Form 1001, 
as well as the name of the estate ar trust. 

The application of the withholding provisions of the 
statute to the income of a trust depends upon the status of 
the fiduciary and not upon the status of the creator of the 
trust or the beneficiaries thereof. The name of the fiduci- 
ary, therefore, must be entered on the ownership certifi- 
cate in order to ascertain whether the withholding provisions 
of the statute requiring tax to be withheld are applicable, 
and if so, the rate required to be reported. 

The words “A Trust” should be added under the caption 
“Owner of bond” when executing ownership certificate, 
Form 1001, and exemption certificate, Form 1002. Failure 
to comply with the foregoing has in the past resulted in 
the disapproval of exemption certificates because the status 
of the bond owner could not be determined from the name 
appearing thereon.—I. T. 2605: X-48-5302 (p. 2). 


Information Return—Ownership of Stock and Dividends 
(Form 1087).—Illustration of the method of complying with 
the provisions of Article 818 of Regulations 74 in the execu- 
tion of Form 1087, disclosing actual ownership of stock and 
the dividends thereon, in accordance with I. T. 2590 (Bulle- 
tin X-37, 6). 

The following illustration is given of the application of 
the ruling in I. T. 2590 (Bulletin X-37, 6) with respect to the 
execution of Form 1087, disclosing actual ownership of 
stock and the dividends thereon. 

Each dividend payment of $125 or more credited to a 
customer’s account by a broker should be entered on 
Form 1087, or a substitute form. No dividend payment of 
less than $125 should be entered on such form. If a broker 
desires to forward to the Bureau each form so prepared 
(representing a payment of $125 or more) immediately 
upon its preparation, he may do so. If he desires to hold 
the forms so prepared (each representing a payment of 
$125 or more) until the end of the calendar year, such 
forms need be forwarded to the Bureau only in cases where 
the aggregate amount reported on the forms so prepared 
with respect to the dividends received from one dividend- 
paying corporation equals or exceeds $500. For example, 
a broker during the calendar year credits a customer’s 
account as follows: 


First Second Third Fourth 
quarterly quarterly quarterly quarterly 


Name of Corporation dividend dividend dividend dividend 


a. el ERE ee $125 $125 Passed 
B Corporation .... i2.0h 2 eee 100 100 $100 
C Corporation ..... ephotacd va 200 200 200 


The broker should execute Form 1087 or a substitute 
form for the three dividend payments received from A 
Corporation and the four dividend payments received from 
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C Corporation but should not execute such form for the 
four dividend payments received from B Corporation. If 
he desires to hold the forms prepared until the end of the 
calendar year, he would not be required to forward to the 
Bureau the three forms representing dividends from A Cor- 
poration but he would be required to forward to the 
Bureau the four forms representing the dividends from 
C Corporation.—I. T. 2606: X-48-5303 (p. 2). 


Net Losses.—The balance of the 1927 net loss of a sub- 
sidiary, which also sustained a net loss in 1928, remaining 
after offsetting the 1927 and 1928 net income of a parent 
may be used to reduce the 1929 net income of the parent 
company in determining the consolidated net income for 


that year.—G. C. M. 10026: X-50-5317 (p. 3). 


Local Taxation of the Insurance Business 
in the United States 
(Continued from page 21) 


South Carolina. Two other towns in Kentucky are 
contemplating initiating similar ordinances. Unsub- 
stantiated reports, recently received, leave little 
doubt that the number of cities levying insurance 
taxes has increased in Missouri. 


In the earlier part of the period imposts upon the 
agent and the company were about equally em- 
ployed, with a few more cities imposing levies upon 
the former than upon the latter. At the same time, 
the agency was licensed by a distinct minority of the 
reporting municipalities. Recent years, however, 
have revealed a marked tendency to single out the 
company as the principal source of revenue, while 
the percentage of cities imposing taxes on the agent 
and the agency has materially declined.** 


In spite of the fact that taxes on the agent and 
agency are decreasing in popularity it is improbable 
that they will be discarded completely. During the 
past several years the fire companies have empha- 
sized repeatedly that policy-holders bear the full bur- 
den of municipal taxes imposed upon the company. 
Contrary to the practice followed by other major 
classes of underwriting most of the fire companies 
have consistently refused to pay either occupation 
or agency taxes. Consequently, some administrative 
officials of those cities, realizing the possible ac- 
curacy of the fire companies’ contention, are solving 
the problem of taxation of the insurance business by 
retaining imposts on agents and agencies. 


License rates on the company have slowly mount- 
ed. An increased number of jurisdictions are basing 
rate schedules on gross premiums. A few of the 
cities have raised the amounts of the flat-rate taxes 
on the agent, but there is no definite trend toward 
higher fixed charges. Although the fees exacted 
from the agency remain in size about the same as 
they were in 1917, there is evidence of increasing 
double taxation of this legal basis by the same juris- 
diction. Misconception of the true meaning of an 
agency license occasionally leads to the imposition 
of a business tax.** 

County taxation continues unabated and no ma- 
terial changes in either principles or methods have 
occurred. More attention, it appears, should be paid 
to eradication of this phase of local taxation of the 
insurance business,*® 


*8 Cf. Appendix A, (Appendix A appears on pp. 32-36.) 
54 Appendix A and section on taxation of agencies. 


5 Cf. Appendix B. 
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APPENDIX A 


Taxation of the Insurance Business by 
Certain Cities 


ALABAMA 


BIRMINGHAM.—Adjuster: “Each person, or where a 
partnership, each member of a firm, where gross annual 
business is less than $3,000. . $25.00; $3,000 and less than 
$5,000. . .$40.00; $5,000 and over. $60.00.” Company: “Each 
insurance company other than fire, marine, fraternal, $50.00 
plus $1.00 on each $100.00 and major fraction thereof, of 
gross premiums, less return premiums...in case such com- 
pany shall not have conducted business for the full period 
of said preceding year (the year for which premiums tax 
applies).” The company shall pay a tax “as 365 bears to 
the number of days during which business was conducted 
in such preceding year. Companies commencing business 
after the first of the current license year shall pay $50.00 
plus $1.00 on each $100.00 and major fraction thereof, of 
gross premiums, less return premiums, on policies issued 
during the said current year to citizens of the City of 
Birmingham...Such new companies shall pay a flat mini- 
mum license of $100.00 at the time of commencement of 
business, upon which there shall be an adjustment at the 
end of the year upon the basis herein provided for new 
companies. Insurance companies, fire and marine, each 
fire insurance company, $2.50 on each $100.00 of gross pre- 
miums, less return premiums, received on policies issued 
during the preceding year on property located in the City 
of Birmingham, provided in case such company shall not 
have conducted business. ..during the entire period of the 
preceding year, it shall pay 24% of the gross amount of 
premiums less return premiums received on policies issued 
during the said preceding year on property located in said 
City as 365 bears to the number of days...during which 
such company conducted its business. Companies com- 
mencing business after the first of the calendar year shall 
pay a flat minimum license of $100.00, upon which an ad- 
justment shall be made at the end of the current license 
year upon the basis herein provided for such new companies.” 

[According to a ruling of Attorney-General T. E. Knight, 
Jr. (Nov., 1931), “a fraternal organization which writes life 
insurance on the adequate rate basis must pay the pre- 
mium tax of 1 per cent required by the Code of 1923.” 
In the case of the United Mutual Life it was likewise held 
“that the State may go back five years in the collection of 
these taxes, none of which heretofore has been paid. This 
opinion was also rendered specifically with reference to the 
Knights of Pythias.” The Insurance Field, Louisville, Ky., 
Dec. 4, 1931. It is thought that these opinions will be re- 
flected in local tax administration in Alabama.] 


ARIZONA 


Per company, $5.00 


FLORIDA 


FORT PIERCE.—Agent: Per agent per company, $25.00; 
agents engaged in brokerage, per agent, $100.00. Company: 
Per company, $3.00 

MIAMI.—Agent: “Traveling insurance agent or solici- 
tor, soliciting insurance of any kind, for mutual, reciprocal, 
or other association, companies or exchanges (not permit- 
ted to operate under resident agent’s license nor to solicit 
business for a company not licensed to operate in the City 
of Miami), each agent, $25.00.” Agency: “The following 
license shall be required to be paid by each person, firm, or 
corporation operating an insurance agency in the City of 
Miami (a separate license to be required for each separate 
location, and for each person connected with said agency 
engaged in soliciting and/or taking applications for, nego- 
tiation, effecting, and/or collecting premiums): (1) Cas- 
ualty and liability insurance, (II) Fire insurance, (IIT) 
Industrial and funeral benefit insurance, and (IV) Life 
insurance, whether the insurance companies represented by 
the said agency are regularly licensed by the State of 
Florida or not, and provided that each insurance company 
represented by said agency shall have first taken out a 
license as provided herein permitting its operation with 
any duly licensed insurance agency in the City of Miami. 
Permitting the operation of one person an agency must 
pay $25.00; for each additional person as described herein, 


PHOENIX.—Agent: 
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$3.00.” Company: “Casualty and liability insurance com- 
panies, each company, $50.00; fire insurance companies, 
each company, $50.00; industrial insurance companies and 
funeral benefit associations or companies, each company, 
$50.00; life insurance companies, each caren, $50.00.” 

QUINCY.—Agency: Firms, per firm, $3.00 

ST. PETERSBURG.—4gency: “Fire, per company rep- 
resented, $10.00; life, per company represented, $25.00.” 
Period: One year. 

TAMPA.—Company: Life, fire, casualty, $125.00; health 
and accident, and accident, $50.00; sick, funeral benefit, and 
plate glass, $35.00. Period: One year. 

WEST PALM BEACH.—Company: 
companies, $10.00.. Period: One year. 

GEORGIA 

ATLANTA.—Agency: For each agency firm, consisting 
of two or more agents, $60.00. Company: For each com- 
pany, a tax of 2'’%4% of gross premiums. Period: One year. 

MACON.—Agent: Per agent per company, $25.00; trav- 
eling agents soliciting fire, casualty, surety insurance, $200.00. 
Company: Surety, $150,00; others, $100.00. Period: One year. 

SAVANNAH.—Agent, Agency, Company: “Every surety 
or other insurance company, not herein specifically taxed, 
doing business, whether directly or through an agency, or 
through a broker or any attorney, one hundred dollars 
($100) for each and every agency or broker or attorney. 
Every accident, liability, or casualty insurance company 
doing business whether directly or through an agency or 
through a broker, one hundred dollars ($100) for each and 
every agency or broker. Every marine insurance company, 
one hundred and fifty dollars ($150) for every agency or 
broker, or whether doing business directly or not, and each 
and every corporation, association, firm or individual issu- 
ing, signing or countersigning certificates of marine insur- 
ance shall be deemed an agent of the marine insurance 
company for whose account said certificates are issued and 
shall pay tax of one hundred and fifty dollars ($150) when 
the company itself does not pay said tax. Brokers.. are 
expressly included, the meaning and intent being to make 
the agents and brokers, referred to, responsible, under the 
pains and penalties of this ordinance for the specific tax of 
two hundred dollars ($200), as provided for by the ordi- 
nances of the City of Savannah.” Company: “Every com- 
pany, corporation, or person, not doing the business of a 
regular life or liability or casualty insurance company or of 
a regular accident insurance company, but nevertheless en- 
gaged in the business of paying sick or accident benefits 
to policyholders, shall pay a specific tax of one hundred and 
fifty dollars ($150).” Plate Glass, $50.00; boiler, $50.00. 
Period: One year. 

VIDALIA.—Agent or Agency: “Fire insurance, agent 
for one to five companies, per year, $25.00; for each addi- 
tional company above five, $5.00.” Company or Agent: per 
year $25.00. Company: Accident, sick benefit, or casualty, 
per year, $25.00. 

WAYCROSS.—“It is the purpose of this section of this 
ordinance to assess license against each person, firm or 
corporation in the City of Waycross engaged in the busi- 
ness of soliciting or writing insurance, whether or not an 
office or place of business is maintained by said person or 
firm.” Agency: Insurance agency, each agency, $16.50. 
Company: “Insurance companies, fire, plate glass, employ- 
er’s liability, boiler, others not specified, writing or solicit- 
ing business through an agent or agency, each company, 
$33.00.” Bonding, $44.00; life or health and accident, $55.00; 
companies writing both life and health and accident, and 
companies writing compensation insurance, $110.00. Pe- 
riod: One year. 

IDAHO 


POCATELLO.—No taxes on insurance business. 
KANSAS 


KANSAS CITY.—Agent or Agency: Health insurance 
agent or agency, $10.00; agent or agency for accident, claim 


Life, $25.00; other 


or adjustment company or corporation, $25.00; personal in- § 


jury, claims, or damage suit agent or solicitor, $25.00; sub- 
agents for agencies, having right to issue policies and sign 
same, but who themselves, have no such right, $5.00, except 
that sub- -agents and full agents for accident, steam boiler, 
guaranty, plate glass, surety and marine must pay $10.00. 
Agency: Fire insurance, not more than five companies, 
$7.50; six or more companies, $15.00. Company: Life, main- 
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taining office in city, for every six months, $50.00, which 
fee covers as many agents as company desires to employ. 
Fraternals expressly exempt. Period: One year, unless 
otherwise stipulated. 

KINSLEY.—No taxes on insurance business. 

STOCKTON.—No taxes on insurance business. 

TOPEKA.—Agency: For each company in each agency, 
$50.00. Period: One year. 

WICHITA.—Agent: Tax on “solicitors who work out of 
an agency” is not enforced (reporting official). Agency: 
“each insurance company transacting, writing, or doing 
business in the City, and having its Home Office in the City 
shall pay a license of $25.00 per year for each agency, sub- 
agency, agent or solicitor, who is employed by or is a direct 
representative of the company, whether an office is main- 
tained or not.” In the same phraseology, agents of foreign 
companies shall pay per six months period, $25.00. Com- 
pany: Specifically required to pay all occupation and agency 
taxes. 


















KENTUCKY 
ANCHORAGE.—No taxes on insurance business at pres- 
ent. Contemplates enacting a revenue code to include 
licensing one or more factors of the insurance business. 


ASHLAND.—Has a small occupation tax, the collection 
of which is not enforced. A comprehensive occupation tax 
code was formulated several years ago, the proceeds from 
which were to be used to defray the expense of construct- 
ing a viaduct. The cost of this project has been met, but 
the ordinance has not been repealed. 


BELLEVUE.—Agency: For each fire agency, not en- 
gaged in transactions relating to real estate, $15.00. For 
fire agencies engaging in real estate transactions, $25.00. 
Company: Life company, corporation or association, so- 
liciting business through agents, $50.00. Period: One year. 

BEREA.—Company: For every insurance company, 
$15.50. Fraternals exempt. Period: One year. 

BLOOMFIELD.—For every insurance company, $5.00. 
One year. 

BOWLING GREEN. —Company: Life, $50.00; fire, $25.00; 
health and accident, fraternal, or indemnity, $10.00. 

CARROLLTON.—Agent: Per insurance agent, $10.00. 
Company: Life, $15.00; health and accident, or indemnity, 
$10.00; fire, 2% gross premiums, derived by agency located 
within city from any source; no provision for taxing fra- 
ternals. Period: One year. 

CATLETTSBURG.—Does not tax insurance business. 

COVINGTON.—Company: For each life and for each 































health and accident company 24%4% of gross premiums. For 
| company writing other lines, 144% gross premiums. Only 








premiums derived from new business by the life or the 
health and accident company shall be subject i = No 
provision for taxing fraternals. Period: One 

CYNTHIANA.—Company: Life, $25.00; i. "$15.00. 
Period: One year. 

DANVILLE.—Company: For each life, health and acci- 
dent, and indemnity company, $15.00; fire $10.00. Period: 
One year. 

EMINENCE.—Provided tax on company is paid, each 
company is entitled to one agent, free from occupation tax. 
Agent: Industrial, life, “health or casualty,” $15.00; fire, 
$10.00; plate glass, $5.00. Company: For each industrial 
insurance company, “old line life... health or casualty,” 
















$15.00; plate glass, $5.00. Period: One year. 
FALMOUTH.—Company: Fire, $10.00; for each other 
company, $15.00. Period: One year. 









FRANKFORT.—Agent: For each agent, without re- 
gard to whether company has paid tax, and with no exemp- 
tion to one agent, $25.00. Company: For each company, 
$50.00; surety, $10.00. No provision relative to fraternals. 
Period: One year. 

GEORGETOWN .—First agent, exempt from occupation 
tax. Agent: Insurance agent, $25.25. Company: Life and 
health and accident company, $25.25; other types of com- 
pany, $12.75. No provision relative to fraternals. Period: 
One year. 

HARRODSBURG.—Company: 
Period: One year. 

HENDERSON.—Company: For each multiple-line life, 
$100.00; life, $75.00; health and accident and workmen’s 
compensation, $50.00; multiple-line health, accident and cas- 
ualty, $50.00; other companies, $15.00. Period: One year. 













For each company, $10.00. 
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HOPKINSVILLE.—Agent: Life, per agent, $50.00. 

Company: For each health and accident, and for each fire 

company, $25.00; other companies, $15.00. Period: One 
ear. 

IRVINE.—Agency or Company: “Insurance companies 
or agencies, more than one line or class, per year, $50.00; 
insurance companies or agencies, one line or class, per year, 
$25.00.” Period: One year. 

JENKINS.—Traveling Agents: 
pany: 
year. 

LANCASTER.—Company: Every company, including 
fraternals, $5.50. Period: One year. 

LAGRANGE.—Agent: Insurance agent, $5.00. 

LEXINGTON.—Company: Life or health and accident 
companies, graduated schedule applicable, $1,000 or less, 
renewal premiums plus new, $50.00; $1,000 to $2,000, $60.00; 
$2,000 to $4,000, $120.00; $4,000 to $6,000, $180.00; $6,000 to 
$10,000, $240.00; $10,000 and over, $300.00;—for every other 
company (no exceptions), 3% on gross premiums. Mini- 
mum: license fee, $25.00 for all companies. Period: One 


year. 

LOUISVILLE.—Company: Every company, 24%% gross 
premiums. Only new business, gross premiums of life and 
health and accident companies, subject to tax. Period: 
One year. 


LUDLOW.—Agent: Fire, health and accident, and vari- 
ous indemnity, $25.00. Company: Every company, $25.00, 
pose gl ‘Surety or Bonding Company,” $10.00. Period: One 


yea 

MADISONVIL LE.—Company: For life and for health 
and accident, $25.00; fire, writing tornado, $12.50; fire, not 
writing tornado, $7.50; indemnity, $10.00. Fraternals ex- 
empted. Period: One year. 

MAYFIELD.—Company: Each company, $10.00. No 
provision for fraternals. Period: One year. 

MAYSVILLE.—Agent: Per agent per company, $5.00. 
Company: Life or health and accident, $50.00; fire, $10.00; 
other, $10.00. Period: One year. 

MIDDLESBORO.—Company: Life or health and acci- 
dent, $25.00; other, $10.00. Period: One year. 

MIDWAY.—Company: Per company, $5.00. No provi- 
sion for fraternals. Period: One year. 

MOUNT STERLING.—Company: Life, $50.00; other, 
$25.00. No provision for fraternals. Period: One year. 

MOUNT VERNON.—A4Agent: Per agent per company, 
$5.00. Fraternals included. Period: One year. 

NEWCASTLE.—Company: Every company, $10.00. Pe- 
riod: One year. ; 

NEWPORT.—Company: Gross premiums, 24%, old 
and new; no deductions; minimum fee, $25.00. No provi- 
sion for fraternals. Period: One year. 

NICHOLASVILLE.—Company: Each company, $25.00. 
Period: One year. 

PADUCAH.—Agent: “Insurance agent, broker, or so- 
licitor, per year, $25.00. Any person, firm, or corporation 
engaged in the business of soliciting, placing or writing any 
form of insurance shall be deemed an agent, broker, or 
solicitor, and shall pay the above license independent of 
any and all licenses and fees which may be paid by the 
company or companies represented by him or them. This 
does not include solicitors engaged by insurance companies 
writing industrial insurance in the City of Paducah.” Com- 
pany: Fire, 2% gross premiums; multiple-line, for each 
company except fire, $50.00, for “each additional line car- 
ried by any company after the first line, $10.00.” Other, 
$50.00. No deductions allowed fire companies. Period: 
One year. 

PARIS.—Agent: Life and industrial, $50.00; plate glass, 
$15.00; other, $25.00. Company: Life and industrial, $50.00; 
plate glass, $15.00; other, $25.00. Period: One year. 

PEWEE VALLEY.—No taxes imposed upon insurance 
business. 

PINEVILLE.—Company: Each company, $15.00. No 
provision for fraternals. Period: One year. 

RAVENNA.—See Irvine, Ky. 

RICHMOND.—Agent or Company: Industrial, life, 
health and accident, liability or “auto,” $25.00; fire, $20.00; 
surety or bonding, $10.00. Period: One year. 

SHARPSBURG.—Company: Each company, $25.00. Pe- 
riod: One year. 


Per day, $1.00. Com- 
$20.00. No provision for fraternals. Period: One 
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SHELBYVILLE.—Company: Life, fire, $15.00; “acci- 
dent, health, bonding, casualty, guaranty, surety, or other 
company, $10.00.” Includes fraternals. Period: One year. 

SOMERSET.—Company: Life, casualty, $25.00; fire, 
bonding, $10.00. 

STANFORD.—Company: Life, $20.25. 

Life, fire, $25.00; health and 


(Other data not 
known.) Period: One year. 
accident, indemnity, $15.25; fraternal, $10.25. Period: One 


VERSAILLES.—Company: 


WILLIAMSBURG.—Imposes no taxes upon insurance 
business. 

WILMORE.—Company: Life, health and accident, $10.00; 
fire, $5.00. Period: One year. 

WINCHESTER.—Company: Bonding, liability, other 
indemnity, $15.00; other companies, $25.00. Period: One 


year. 
LOUISIANA 
BATON ROUGE.—Company: (Enforces two graduated 
premiums tax schedules). Period: One year. 
Life, Health & Accident Fire, Other Companies 


Less than $2, 500... .$ 50.00 

Less than $10,000.. $ 50.00 2,500- 5,000 75.00 
10,000-20,000 ....... 100.00 5, 000-10 ,000 100.00 
20,000-30,000 140.00 10,000-1 5,000 180.00 
30,000-40,000 silensonen 210.00 15,000-20,000 270.00 
40,000-50,000 ....... 290.00 20,000-30,000 360.00 
50,000-60,000 360.00 30,000-40,000 540.00 
60,000-70,000 . 450.00 40,000-50,000 720.00 
70,000 and over . 540.00 50,000-60,000 900.00 
NEW ORLEANS.—Company: “Guaranty, surety, in- 


demnity company: Life or accident insurance company, 
except secret or fraternal benevolent association, rate based 
upon amount of premiums for business done in city on 
risks within state,” $120.00 to $9,000. “Other company, rate 
based on amount of premiums for business done in city on 
risks within state and those risks without state upon which 
no license tax has been paid: Plate glass or steam boiler 
insurance company, $50.00 to $1,500; fire, river, marine, or 
other insurance company or guaranty, surety, or indemnity 
company, $150.00 to $4,500.” Period: One year. (From 
Bureau of Census, Specified Sources of Municipal Revenue, 
1917. Information has been received that these provisions 
of the ordinance are substantially the same today as in 
1917.) 

SHREVEPORT.—Reply of the reporting official indi- 
cates that no taxes are levied on the insurance business 
by the city; these being imposed by the county instead. 


MARYLAND 


BALTIMORE.—Imposes no taxes upon the insurance 
business. 

CUMBERLAND.—Imposes no taxes upon the insurance 
business. 

HAGERSTOWN .—Imposes no taxes upon the insurance 


business. 
MISSOURI 

EXCELSIOR.—Agent or Agency: 
agency, $20.00.” 

JOPLIN.—Agent, Agency: “Insurance company agents, 
agencies for insurance companies of all kinds, including 
bonding, surety, casualty, and indemnity companies, $60.00 
per annum; provided that where an agent or agency repre- 
sents but one company the amount to be paid shall be 
$40.00.” 

KANSAS CITY.—Adjuster: For each adjuster, $25.00. 
Agency or Company: “Insurance companies and agencies 
of all kinds, per year, $100.00.” Period: One year. 


“For each agent or 


MARYVILLE.—Imposes no taxes on the insurance 
business. 

MEXICO.—Company: Life, $25.00 (Data incomplete). 
Period: One year. 

MOBERLY.—A4Agency: Each insurance agency, $20.00. 


Company: Each, $10.00. Period: One year. 

ST. JOSEPH.—Agent: “Insurance agent or broker who 
is not the accredited agent of an insurance company li- 
censed to do business in the City of St. Joseph, or an agent 
soliciting any insurance of a different class from that class 
for which the company of which he is the accredited agent 
is licensed, per year, $50.00.” Agency or Company: “A life 
insurance company or agency whose total gross receipts 
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is from premiums collected and business done in the City 
of St. Joseph, directly or indirectly, exceeding $25,000 per 
year, $100.00.” Other insurance companies “of all kinds 
and descriptions not herein specifically mentioned, per year, 
$50.00.” Insurance companies “having an assessment plan, 
for each agency, per year, $50.00.” 

ST. LOUIS.—Company: Fire, $200.00; other, including 
fraternals, $100.00. Period: One year. 

SEDALIA.—A gent, Agency, Company: “No person, com- 
pany, or corporation shall carry on, do or offer to do, any 
insurance, indemnity, guarantee or bonding business of any 
kind whatever in the City of Sedalia, Missouri, in person, 
or by agent, without first having obtained a license there- 
for for which shall be paid a license tax of $50.00 per 
month for each twelve months...provided, however, that 
such persons, companies or corporations or underwriters 
thereof shall be liable for such license for each agency 
they have or maintain in said City, which does or solicits 
business in said City, except that for the first agency they 
shall pay the sum of $50.00, as above provided, and for each 
additional agency they shall pay the sum of $25.00; pro- 
vided that the total amount of license paid shall not exceed 
the sum of $100.00. Provided that agents representing 
more than one person, company or underwriter shall pro- 
cure a separate license for each and shall pay therefor the 
sum of $50.00 per year for each license so issued except 
that if any of such companies have paid another license 
in said sum of $50.00, that it shall only pay the sum of 
$25.00 for the license so issued. Provided, further, that a 
person, company or corporation or underwriter which does 
an exclusive plate glass business shall only pay the sum 
of $10.00 per annum, and further that a person, company 
or corporation which does an exclusive bonding business 
shall pay the sum of $20.00 per annum. Any person, com- 
pany or corporation that shall act as agent or broker for 
the purpose of soliciting or procuring insurance within the 
City of Sedalia, who is not the duly accredited agent of 
any such person, company or corporation shall pay a li- 
cense tax of $20.00 per year.” 


SPRINGFIELD.—Agency: ‘Every person, firm or cor- 


1 Sein 


Date . 


Ee ng, se 


RRM, 


poration having employed six agents or less, $20.00—more | 


than six agents, $30.00.” Company: Each company, $20.00; 
fraternals included. Period: One year. 
MONTANA 


BOZEMAN.—‘Insurance Agents or Loan Agents: 
individual agent, $6.00 per year.’ 
NEBRASKA 


Cities and villages required to levy a tax on fire premiums 
at the property tax rate. See section on taxation of the 
insurance business by counties. 


NEW MEXICO 
For each insurance agent, $12.00. 


OHIO 


CINCINNATI.—Agent: For each insurance agent, $15.00; 
employers, not solicitors, $2.00. Period: One year. 


Each 


CLOVIS 
Period: One year. 





ee 


Sp PDT 


According to reports the following cities impose no taxes | 


on the insurance business: Columbus, Cleveland, Dayton, 
East Cleveland, Hamilton, Lakewood, Marion, Portsmouth, 
Toledo, Warren, Youngstown. 


SOUTH CAROLINA 


ANDERSON.—Agency or Company: 


“Insurance compa- ff 


nies or agencies, life, fire, accident, industrial, and all others § 
except fraternal, on first $100.00 of premiums or less per | 
annum for each company, $20.00; on each additional $100.00 | 
of premiums or majority fraction, $1.00. Provided that all J 
fire insurance companies or agents licensed by the Insur- 
ance Commissioner of South Carolina and doing business | 


in the City of Anderson shall pay a license fee of two per 
cent of the gross premiums collected per annum. (The 
license as provided for by this ordinance shall be paid on 
all renewal or annual premiums as well as on premiums 
for new business, whether paid in cash or notes, drafts, 
or other acceptances received in lieu of cash.) Insurance 
companies, local, having home office in the city, same as 
banks and trust companies.” 

CHARLESTON.—Agent, Agency, Company: “(1) Fire 
insurance companies, five per cent of the gross premiums 
collected...; provided that.. (those) paying taxes.. on 
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property owned by them shall be allowed a deduction of 
20 per cent of the amount of said taxes, paid in the pre- 
vious year, upon the payment of their license fees. (2) 
Any new companies commencing business.. shall pay a 
license fee of $50.00. (3) Life insurance companies or 
agents,” 2 per cent gross premiums collected from policy- 
holders “in the City of Charleston through any form of 
agency, agents or representatives of any life insurance 
company which has no office in this City, a license in 
amount equal to. ..2 per cent of gross premiums... whether 
such premiums are collected in the City of Charleston or 
remitted by or for policyholders directly to any office or 
agency of such company without the City of Charleston: 
Provided that local life insurance companies paying taxes 
to the City of Charleston on property owned by them, shall 
be allowed a deduction of 20 per cent of the amount of 
said taxes, paid in previous year, upon the payment of their 
license fees. (4) Accident, health or kindred insurance 
companies having in this city one agency or one office 
(local or general) whose gross premiums, including the 
renewals derived through same are respectively $1,000.00 
or less, $50.00. For each additional $100.00 or fractional 
part of $100.00 of gross premiums (including renewals) 
respectively, derived through said agency or office 3 per 
cent. For each agency or branch office beyond one, or 
for each agent or solicitor beyond one an additional license 
on the same basis as above. Plate glass insurance com- 
panies doing a gross business of $500.00 or less in premiums, 
reported through agents resident in the City of Charles- 
ton, S. C., each $50.00; on each additional $100.00 or frac- 
tion thereof of gross premiums in excess of $500.00, $5.00 
for each $100.00, or fractional part thereof. (5) Marine in- 
surance companies having in this city one agency or office, 
local or general, whose gross premiums, including renewals 
derived from the same are respectively $1,000 or less, $75.00. 
Those whose gross premiums (including renewals) respec- 
tively exceed $1,000 on the basis of one-half of one per 
cent of the premiums on the policies which may be writ- 
ten in excess of $1,000. (6) Solicitors and/or brokers of 
life and accident insurance companies and solicitors and/or 
brokers, special agents and adjusters of fire and other in- 
surance companies unconnected with regular licensed local 
agency of same, or whose business does not pass through 
said local agency, $300.00.” 

COLUMBIA.—Agent: “Insurance solicitors of Life and 
Accident Insurance Companies, and solicitors of fire or 
other insurance companies, unconnected with a regular li- 
censed local agency of same, or whose business does not 
pass through said local agency, $30.00.” Transient Local 
Agent: “Insurance Companies represented by tranient so- 
licitor or agent, per week, $20.00.” Company: Sick bene- 
fit, burial, $100.00; “Insurance Companies, Corporations or 
societies of any kind having insurance features other than 
charitable, $30.00.” Life, Accident, Industrial, on first 
$1,000 gross premiums, $30.00 and $1.50 on each additional 
$100.00; “Provided, however, that no company shall pay a 
license in excess of $100.00.” Fire, casualty, surety, plate 
glass, 2 per cent gross premiums including renewals. (Pre- 
miums taxes are levied on renewals in all cases.) 

GREENVILLE.—Agency or Company: “Insurance Com- 
panies, or Agencies, life, fire or other company or agency, 


shall pay license on the gross amount of yearly premiums 
as follows: 


Not exceeding $ 500.00 per annum. . $ 30.00 

$ 500 and not exceeding 1,000.00 “ “ ..... 40.00 
1,000 and not exceeding 1,500.00 “ yn sae. 50.00 
1,500 and not exceeding 2,500.00 “ ee: maybe 65.00 
2,500 and not exceeding 3,000.00 “ Wea 70.00 
3,000 and not exceeding 3,500.00 “ vd 75.00 
3,500 and not exceeding 4,000.00 “ 80.00 
4,000 and not exceeding 4,500.00 “ Y 85.00 
4,500 and not exceeding 5,000.00 “ etter ee 90.00 
5,000 and not exceeding 7,500.00 “ i 100.00 
7,500 and not exceeding 10,000.00 “ it Ski 125.00 
10,000 and upwards $ Dink gee i 150.00 


Provided, however, that all Fire Insurance Companies or 
their agents licensed by the Insurance Commissioner of 
this state, and doing business in the City of Greenville, 
shall pay a license fee of two (2) per cent of the gross 
premiums collected in said city....The license, as provided 
by this ordinance, shall be paid on all renewal or annual 
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premiums as well as on premiums for new business and 
notes, drafts or other acceptances received in lieu of cash 
in settlement for new or renewal premium.’ 

Home Office Companies: “Local having home office in the 
city, with capital of $25,000 or less; Per annum. . .$100 
on each additional $1,000 capital. . 

GREENWOOD. —Transient Solicitor: “Insurance com- 
panies, life, fire, or other like insurance companies, repre- 
sented by transient solicitor or agent, per week, of $500 
gross income or less, premiums received, $25.00; for each 
additional $500 or fractional part thereof, $2.00.” Com- 
pany: “Insurance companies, life, fire, accident, industrial, 
and all others except fraternal, on first $1,000 of premiums 
or less for each company, $10.00; on each additional $500 
of premiums or majority fraction thereof, $2.50. Provided 
that all fire insurance companies or agents licensed by the 
insurance commissioner of South Carolina and doing busi- 
ness in the City of Greenwood shall pay a license fee of 
two per cent of the gross premiums collected per annum. 
The license as provided for by this ordinance shall be paid 
on all renewal or annual premiums as well as on premiums 
for new business whether paid in cash or notes, drafts or 
other acceptances, received in lieu of cash on amount of 
business done within the city limits.” 

ROCK HILL.—Agent: “Insurance agent, local, not con- 
nected with a local agency, or not representing licensed 
company, gross income, $5,000, per year, $10.00; for each 
additional $100.00 or fractional part thereof, per year, $0.50.” 
Transient Agent: “Insurance agent, transient, not connect- 
ed with licensed agency, gross income $200.00 or less per 
week, $10.00; for each additional $1,000 or fractional part 
thereof, per week, $0.50.” Company: “Insurance company, 
fidelity and guaranty, or live stock, gross income, $10,000 
or less, per year, $10.00; for each additional $1,000 or frac- 
tional part thereof, per year, $0.50. Insurance company, 
sick benefit, industrial, or burial, either or all, each agent 
writing insurance, collecting premiums or accepting appli- 
cations, and provided that each company shall give to the 
treasurer a list of agents, or collectors who shall issue such 
license only to be used by the one thereon named, and 
shall substitute new one for each agent, gross income 
$5,000.00 or less, per. year, $15.00; for each additional $1,000 
or fractional part thereof, per year, $0.50. Insurance, life 
or accident on first $1,000 collected during preceding year 
as premium and renewal by general or special agent or local 
representative, per year, $1.00: for each additional $100.00 
or fractional part thereof, per year, $0.75.” “Insurance, 
fire, 2 per cent amount premiums and renewals, same to 
be calculated at end of year, provided that the agency will 
be responsible for license fee in event that any company 
— discontinue business before license shall have been 

aid.” 

SENECA.—Agency or Company: “Insurance companies, 
or agencies, life, accident, industrial, and all others, except 
fraternal, on first $100 of premiums or less, for each com- 
pany, $12.50. Fire insurance companies, ‘doing business 
through agents or otherwise, 2 per cent of the gross pre- 
miums collected.” 

SPARTANBURG.—4gent: Fire agents shall pay a li- 
cense fee of 2 per cent on premiums collected. Transient 
Agent: “Transient solicitor or agent, per week, of $500 
gross income, or less, premiums received, $25.00; for each 
additional $500.00 or fractional part thereof, $5.00. (This 
section shall not apply to agents of companies paying 
license on amount of business done within city limits.)” 
Brokers: ‘Insurance brokers, or firms of insurance brok- 
ers, for each company in which said brokers, or firms 
of brokers, undertake to place insurance outside of this 
state on property within this state, of $1,000 gross income, 
or less, within this state, per annum, $50.00.” Company: 
“Insurance companies, each, plate glass, livestock, accident, 
sick benefit, fidelity, guaranty, liability, boiler, or other like 
insurance companies, of $500 gross income, or less, per 
annum, $25.00; from $500.00 to $1,000, $30.00; from $1,000 
to $1,500, $35.00; from $1,500 to $2,000, $40.00; for each addi- 
tional $100.00, or fractional part thereof in excess of $2,000, 
$2.00.” Fire insurance companies shall pay a license of 2 
per cent gross premiums; this shall “apply to each and 
every underwriter’s association or agency, whether the li- 
cense is paid by the parent company or not.” Burial or 
like companies “of $1,000 gross income, or less, per annum, 
$100.00; for each additional $1,000 or fractional part there- 


; 
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of, $1.00.” Life or other similar company, “of $3,000 gross 
income or less, premiums collected or renewed, per annum, 
$60.00; for each additional $1,000 or fractional part thereof, 
$5.00. (This section shall apply only to premiums collected 
or renewed on the lives of persons within the city limits 
of the City of Spartanburg.)” 

The following South Carolina cities are known to im- 
pose taxes upon the insurance business (The fee paid, dur- 
ing recent years, by a prominent life company, to each is 
indicated after the name of the city): Abbeville, $15.00; 
Belton, $15.00; Bowman, $15.00; Bishopville, $25.00; Bam- 
berg, $25.00; Bennetsville, $15.00; Chester, $20.00; Clover, 
$20.00; Dillon, $10.00; Darlington, $25.00; Ehrhardt, $10.00; 
Easley, $7. 50; Greer, $10.00; Hartsville, $50.00; Heath 
Springs, $10.00; Johnston, $10.00; Kershaw, $35.00; Lamar, 
$5.00; Olanta, $10.00; Orangeburg, $35.00; Newberry, $17.50; 
North, $10.00; St. Matthews, $10.00; Sumter, $37.50; Swansea, 
$10.00: Timmonsville, $25.00; Walhalla, $25.00: ‘Woodruff, 
$10.00; Williamston, $12.00: Westminster, $12. 50; Winnsboro, 
$25.00; York, $25.00. 


WEST VIRGINIA 


BLUEFIELD.—Company: A tax of $10.00 is levied upon 
every incorporated insurance company operating within 
the city. Period: One year. 

CLARKSBURG.—No taxes imposed upon the insurance 
business. 

HINTON.—Agency: Per insurance agency, $10.00. Com- 
pany: Each company, $10.00. Period: One year. 

HUNTINGTON.—Company: Per company, $5.00. Pe- 
riod: One year. 

MORGANTOWN.—Imposes no taxes upon the insur- 
ance business. 

ST. ALBANS.—Imposes no taxes upon the insurance 
business. 

WHEELING.—Company: “Every insurance company 
not incorporated under the laws of the State of West 
Virginia, engaged in the business of insurance in the City 
of Wheeling, shall pay to the said city, for the privilege 
of transacting insurance business therein, a percentage up- 
on its receipts, less cancellations for premiums, of two per 
cent, of the gross amount of premiums received by it for 
insurance in Said city during the half year ending on every 
first day of July and January.” 

WILLIAMSON.—Imposes no taxes on the insurance 


business. 
WISCONSIN 
MILWAUKEE.—Receives a portion of the proceeds of a 
2 per cent tax on gross premiums received by fire com- 


panies from within the city. Tax is indirectly levied 
through the state department. 


APPENDIX B 


Taxation of the Insurance Business 
by Counties 


ARIZONA.—Legal basis of tax: Fire insurance agents, 
privilege of pursuing an occupation. Compulsory upon 
county. Tax rate: Per quarter, $10.00. Purpose of tax: 
County school fund. Administrative officer: Sheriff. See 
Revised Statutes, sec. 1981 (1928). 

FLORIDA.—Legal basis of tax: “Counties . . . may 
require a license tax of any agent not to exceed 50 per 
centum of this state’s license tax,” for privilege of pursuing 
an occupation. Purpose of tax: General use. Administrative 
officer: County tax collector. See Compiled General Stat- 
utes, secs. 1051, 6211. (1927). (Dade, Escambia, Gadsden, 
Jackson, and Orange counties are the only reporting coun- 
ties; the first four levy a tax of $3.25, and the fifth $2.50 
on each insurance agent). 

GEORGIA.—Legal basis of tax: Agents, privilege of 
pursuing an occupation. Agency firm, privilege of engag- 
ing in business. Traveling agents of life, fire, accident, 
fidelity, or casualty insurance company, inclusive of special 
agents and general agents, for privilege of pursuing occu- 
pation as traveling agent. Traveling agents of assessment, 
health, and live stock companies, for privilege of pursuing 
occupation as traveling agent. Railroad ticket agents, sell- 
ing accident insurance to cover persons traveling, exempt. 
Compulsory upon county. Tax rate: Resident agents, 
$10.00; agency firms, $10.00; traveling agents, those belong- 
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ing to first category, $50.00, and to second, $25.00. Purpose 
of tax: General use. Administrative officer or collector: 
County tax collector. Traveling agent’s tax paid to county 
tax collector of county of residence. See Park’s Code, secs. 
935-37. “One-half of money arising from forfeitures goes 
to informers.” Park’s Code, secs. 540, 1210-11. 

LOUISIANA.—Legal basis of tax: Parish license may 
be levied upon all classes of business operating within the 
parish or municipality. In cases where a municipal license 
is levied the parish license is not paid. Tax rate: Tax shall 
not be in excess of the amount levied by the state. Purpose 
of the tax: General use. Administrative officer or collector: 
Parish tax collector. Based upon information furnished by 
Mr. J. C. Daspit, assistant to the supervisor of public ac- 
counts of Louisiana, May 11, 1931. See Table I. 

MISSISSIPPI.—Legal basis of tax: Every person, firm, 
or corporation (other than domestic insurance companies 
and burial associations) taxed as otherwise provided by 
law, which contracts on his, their, or its account, to issue 
any policies for, or agreements for, life, fire, marine, surety, 
guaranty, fidelity, employers’ liability, credit, health, acci- 
dent, live stock, plate glass, tornado, automobile, automatic 
sprinkler, burglary, steam boiler, and/or all other forms of 
insurance, shall, before any such company be permitted to 
enter this Levee District for the purpose of engaging 
and/or continuing in such business and/or exercising pow- 
ers and rights under the laws of the State of Mississippi 
pay the license taxes provided. Tax rate: Fees imposed 
on some legal bases gauged by size of the city: Class 1, 
25,000 and over; Class 2, 15,000-25,000; Class 3, 10,000-15,000; 
Class 4, 5,000-10,000; Class 5, 3,000-5,000; Class 6, 1,000-3000; 
Class 7, 500-1,000; less than 500 termed “elsewhere.” Tax 
on company: Life, fire, underwriters, health and accident, 
marine, fidelity, surety, plate glass, and boiler, $200.00; 
mutual, fire and reciprocal, $100.00; fraternal, $25.00; those 
not mentioned, $200.00; and multiple line, $350.00. “Except 
life insurance ‘companies may do health, accident, and/or 
industrial business and fire insurance companies and mu- 
tual insurance companies and reciprocal exchanges may do fire, 
lightning, wind, hail, tornado, cyclone, rain, flood, rents, use 
and occupancy, plate glass, automatic sprinkler, explosion, 
and earthquake insurance business, and to insure against 
loss or damage to personal property by frost or other cli- 
matic conditions, or by theft, accident, or fire, and risk of 
inland navigation, and transportation, without the payment 
of additional license taxes.” Tax on agency: Incorporated 
only. Cities by classes, 1, 2, 3, 4, $100.00; classes 5, 6, 7, 
and asta ay $50.00. Tax on agents: Fire agents, cities 
by classes, 1, 2, 3, $50.00; classes 4, 5, $30.00; classes 6, 7, 
and wat Ny $15.00. (Every employee soliciting directly 
or indirectly ‘liable as agent.) Life agents (exclusive), 
$20.00. “Health, accident and/or industrial agents, $10.00.” 
Guaranty and fidelity agents, cities by classes, 1, 2, $50.00; 
classes 3, 4, 5, $30.00; classes 6, 7, and elsewhere $15.00. 
A person paying tax as fire or guaranty and fidelity agent 
is allowed to write all other lines except life and industrial 
insurance without extra tax. “A person paying a tax as 
life agent may write health, accident and/or industrial in- 
surance.” Industrial agents (exclusive), provided weekly 
benefit does not exceed $15.00 per week for each county, 
$5.00. Fire Insurance adjusters: Unincorporated firm or 
association, $200.00; upon each person engaged in the busi- 
ness of adjusting fire losses, $50.00. (Employees who ad- 
just losses are liable; tax does not apply to special or 
other agents of licensed companies who adjust losses for 
the companies they represent). Purpose of tax: General use 
of the District. Administrative officer or collector: County 
tax collector. 

NEBRASKA. —Legal basis of tax: Foreign or domestic 
fire company “shall be taxed in the county, town, city, vil- 
lage, and school district where the agent conducts the busi- 
ness upon the gross amount of premiums received by it for 
insurance written upon property.” Tax rate: General prop- 
erty tax of the county. Purpose of the tax: Distributed 
between state, city, and county. Administrative officer or col- 
lector: Assessed by county assessor; collected by county 
treasurer. See Compiled Statutes, sec. 77-901 and 77-905 
(1929); also 5893 and 5897 (1922). Tax on gross receipts 
is a tax on privilege of doing business; other property 
owned by such companies should be taxed (instead of ac- 
rigegy the above taxes in lieu of others), State v. Fleming, 


97 N. W. 1063. 
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